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Preface 



From July 1973 to August 1976 three studies of state 
budgeting and financing of higher education were con- 
ducted by the Center for Research and Development in 
.Higher Education at the University of California, Berkeley, 

The present study began in July 1973 when the Center 
undertook a three-year> SO-state study of the processes 
used by state agencies to formulate the budgets of col- 
leges and universities. Seventeen states" were studied 
intensively. * 

Fiiiancial support was furnished jointly by the 
National Institute of Education (60%) and The Ford 
Foundation (40%). The study was endorsed by the follow- , 
ing organizations: 

American Association of Community . and Junior 
Colleges 

, American Association of State Colleges und 
Universities 
Araericcin Council on Education 
"Education Commission of the States 



* The 17 states were: ' Calif oi;nia, Colorado, 
Connecticut, Florida, Hawaii, Illinois, Kansas, Michigan, 
Mississippi, Nebraska, New York, Pennsylvania ,. Tennessee , 
Texas,- Virginia, Washington, and Wisconsin^ 
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National Association of State Budget Officers 
. ' National Association of State Universities and 

Iiand'-Grant Colleges 
National Center for Higher Ecication Management 

Systems 

State Higher Education Executive Officers . . 

. > 
Its two fo lei purpose is to advance budgetary theory and to 
give state and ins^tutional budget professionals a 
broader understanding of: 1) the interrelationships, 
roles, functions, and objectives of the several state % 
agencies in the budgetary process; 2) the congruence or ^ 
incongruence. of such objectives among the several agencies 
cind 3) the practices and procedures that build confidence 
in the fairness of the budgetary process- * 

Reports based on the study describe and analyze the 
organizational^ Structures and staffing of state-level ' 
agencies ancj^'the progress of institutional jDudget fe- / 
quests through ^jthese agencies from the time thafpi^e- 
budget submission instr.uctibns a£*5*- first issued by a 
state agency until appropriations^ are enacted. Th6 
primary' emphasis is on the budget review and analysis 
proross and the procedures used by the state agencies; 
the study concentrates on the adrainistrative interfaces 
among the several state agencies that review cind analyze 
budgets and between these agencies and 1:he institutions., 
or systems of institutions, of higher education. 

Intensive interviews, .document review, and question- 
naires in the 17 states selected formed the basis for "a 
narrative and tcibular description and conparison issued 
in 1975. Less detailed data were collected from 50 states 
by questionnaire only; these are examined and presented 
in a second descriptive .report. 

The other volumes resulting from the three-year 
study are analytic in nature. This volume focuses on 
the dilemmas involved in the design of budget processes, 
along with a step-by-step analysis of budget progress 
through the laibyrinth of state agencies and processes. 
Others concentrate on the creation and use of budgetary 
formulas/ the cooperation, redundancy, and duplication 

vii 
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of 'effort ^aincng^ the several state agencies that review . 
budgets and; the devej-opment and ese of Information 
systems and analytic techniques. * ^ 

The second study, sponsored by the Fund for the 
iniwroveinent of Postsecondary Education (FIPSE) , examines 
how state colleges and universities respond when states 
make substantial reductions in their appropriations. 
This one-year study encompasses experience with fiscal 
stringency in about a dozen states, primarily, in the five 
states presented in the case, studies. The latter have-' 
been brought up-to-date as of late spring 1^76. 

^'Thfe thir'd study, sponsored by the Lilly ' Endowment - 
"jmd the American Council on Education, analyzes the trends 
' ifi state general revenue appropriations for higher educa- 
tion'from 1968 to J.975. Refining earlier work at the 
Center, the study compares trends ambng the states for 
. 'the.* several , types of institutions in both appropriated and 
consfcW dollars, comparing dollar increases with enroll- 
•ment trends in each case and also comparing dollars appro- 
'pifiated for higher education with those for elementary and 
secondary education- / ^ , 

iach volume resulting from the three studies draws 
on sighificant findings of the other studies yet stands , 
alone Is a complete book. However, awareness of the full 
panoplj of social, , political, and economic variables thcit 
* we found in state budgeting for higher education can be 
gained by review of air- the volumes. ' We earnestly hope 
the reaciers learn as much from our research as we did in . 
'conducting it. A complete list of the volumes is found 
on the back cover" of this book. 
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1. 

Introduction 



REASONS FOR THE STUDY 

The impetus for this study Ccune from state agency 
staffs engaged in th6 complex task of allocating re- 
sources fot. higher education. New approaches to budg- 
eting being advocated promised to complicate an already 
inherently difficult task. In additiOi> • changing birth- 
rates, enrollment patterns, sources of revenues, economic 
trends, and social preferences added to these difficul- 
ties. 

Furthermore; little literature, either of a practi-' 
cal or theoretical nature was available to guide practi- 
tioners and scholars. In the midst of thes^e trying , 
circumstances, state and federal officials were placing 
ever greater demands oh budget staffs for information 
cuid carefully develpped cinalyses of higher education's 
performance. In response to these demands, new budget 
and progrcun evaluation staffs were being created and 
existing- staffs, augmented, leading to concern over 
duplication of functions and shafts of agency influence. 

The following were among the factors exerting con- 
siderable impact on the budgetary process and requiring 
accommodation: . , 

• New approaches to budgeting ,such as program 
pMnning and budgeting systems (Pr3y) , zero-based 
budgeting, and management by objectives were 
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advocated as replacements for earlier "line-item" 
and performance budget techniques. Formula 
budgeting techniques were becoming more complex 
and increasingly controversial. 

• Sopliisticated guidelines and models for improv- 
ing planning, budgeting and management of post- 
secondary institutions were developed by the 
National Center for Higher Education Management 
Systems (NCHEMS) . However, the state-level agency 
context in" which these innovations were being 
introduced had not been adequately assessed. 

• The rate of births was rapidly declining, lead- 
ing to a leveling of the vast' enrollment growth ^ 
experienced by most public and private institu- 
tions in the 1960s. This leveling h^d a direct 
inpact on funding since institutions primarily 
are funded on the basics of enrolled students. 

• Rapid shifts were faking place in enrollments 
. among academic programs, and new methods of pro- 
viding postsecondary education were being adopted. 
These new methods often were difficult to clas- 
sify using standard data-gathering practices. 

• Increasing proportions of state general 
revenue funds? devoted to funding other social 
services created pressures on higher education 
to increase institutional productivity and 
accountability. 

• Tl>e growing pressure on states to fund private 
.institutions resulted in aid programs specifically 

designed for this purpose. These programs, felt 
by many to be funded from monies which normally 
would haye gone to the public institutions, cre- 
ated political tensions in the legislature and 
among the differet^t typ,es of institutions. 

• The controversy. over the proportion of educa- 
^ tional costs to be borne by the student and his 

family as against a. subsidy by the government 



required budget officers to consider tuition levels, 
student aid programs, and grants to institutions in 
a context which permits them considerable influence 
on ultimate stat6 policy. 

• The federal policy shifted from .categorical 
grants which aided institutions to programs which 
aided students, encour.aging "free market" condi- 
tions among institutions, including proprietary 
schools- Consequently, state budget reviewers 
were forced to take apposition on this issue and 
on the extent to which the st^te.- should fund pro- 
grams formerly, supported by federal grants. 

• Because the federal government sought jto reduce 
or eliminate many categorical programs for states 
and municipalities in favor of revenue sharing 
(block grants), states wiere forced to set priorities 
through their own budget machinery. Howeve!^, this 
shift in policy was advocated without foreknowledge 
of the effectiveness of state budgeting processes 

or of the attitudes of ^prof essional staffs toward 
services^ previously supported by the categorical 
programs. 

m The increasingly critical role played by state- 
level budget staffs, particularly by the new 
coordinating boards and legislative' budget staffs ' 
created overlap eunong the functions, domains,, and 
roles of the agencies ar.d professional staffs. 

• The apparent lack of intercommunication and 
cooperation among the state agencies appeared to . 
promote divergent or even conflicting objectives- 

• Budget agencies, because of their crucial roles, 
were the focal points of demands for information 
and analyses. ^ ^ : 

• Statewide master plans for higher education 
had not been assessed as to whether they assisted 
iu overcoming ^these difficulties; Nor had there 
been adequate investigation of the barriers to a 



""rational structure for" state budget-review raised - - 
by conflicting personal and political goals. 

Because many state budget agencies were under hfavy 
pressure to improve -higher education budget practice^, 
despite the uncertainties surrounding the effectiveness 
of various -policy formulation and budgeting techniques, • 
^e ?ationa!^Association of State Budget Officers actively 
promoted this study. They recognized that institutions 
were caught in the swirl of debate on technology and in 
The confUcts anong state agencies, with ^i^le practical 
guidance in the purposes and consequences of particular 
budget processes. "Increasing competition for state,, 
revenues., lack of increases =in productivity, redistribu- 
tion of enrollments among institutions, demands for co^t 
and productivity information, and incongruity, between' 
edudational expectations and available resourr:es--all 
placed strains on the budgeting process. 

In acknowledginent these problems, majbr higher . 
-education. associations encouraged the study to obtain 
some guidance on these , matters and clarificataon of 
institutional budgetary relationships with state govern- 

ment. 

STATUS OF RESEARCH AND LITERATURE OU 
STATE HIGHER EbuCATION BUDGETING 

. information regarding state budgeting processes is 
scattered and not readily available. Documentation of 
?Se budget process is in fragmentary.' form in agency files, 

I JZllto be exchanged between states on a person-to- 
Srso Tasfs.'^hrre is ^a lack of -alyses, classification, 
Lid description of 'tbe procedures, practice^, and tech^_ 
Swes employed by the states in establishing Pr-°-jties, 
setting educational policy, and allocating fu^ds for the^ 

Durooses served by institutions pf. higher education,. 
1£rtinnrter:ture is scarce and deals only with limited 
• aspects of the total process. 

-v- ■ - : 19- : - , 
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Financing of Higher Education — 

Numerous studies have been made of financing higher 
education from an economic point of view. Millfett (1952), 
Harris (1962, 1964) ,. Chambers (1963), and Mushkin and 
McLoone (1965), among others, have explored this approach- 
Hartman (1972) prepared a paper for *the U. S. Office, of 
Education on "The Rationale for Federal Support of Higher 
Education, " which examines market imperfections, the 
relationships of federal to state roles, justifications 
for federal support, and the case against public support 
of higher education. The formula bases for * fund .alloca- 
tion have been reviewed by Glenny (1959), Martorana and 
Hoilis (1960) ,. Miller (1964), and^Berdahl (1971). Only 
Miller, however, has conducted thorough analyses of fo'rmula 
^em'ents, and the factual content, of his work is now dated. 

s. Institutional Relationships to State Government 

The history of resource allocation among institutions 
of higher education from 1930-1967, reviewed by O'Neill 
(1971) , found little change in productivity patterns, con- 
-firming ihe speculations of other.s. The relationship ' 
between academic institutions and st^te government has 
been exam^ihed Brumbaugh (1956), Glenny (1959) , Moos and 
Rourke ( 1959) , Henderson_( 1960) , McConnell (1962) , Wilson 
(1965), Palola and Padgett^^ (1971).,' and others. Most of 
these authors were concerned about state interference wi1:h 
the autonomy of colleges and universities rather than with 
effective allocation procedures ^ 

r ■ 

State Budgeting 

Some state budget techniques have been exaunined by 
" Shadoan (1963) , Doubleday ( 1967) and Schick ( 1971) . 
Sharkansky (1965, 1968, 1970) , and Sharkaiisky and Hoffer- 
bert (1969) have researched the relationship of ..certain 
poli'tical and agency variables to the amount of appropria- 
tion received by several different kinds of state service 
agencies. Howard (1973) has looked broadly at state 
budgeting. None_of„, these, studies have examined .state 



budgeting in terms of its structure, strategies, tactics, 
and tools, especially in relation to postsecondary educa- 
tion. Interagency relationships have not been system- 
atically analyzed. 



Theory 

Little general theory is available on interorganiza- 
tional relationships, although Evan (1966), Blair (1967), 
Warren (1967)., and Baldridge (1971) have developed con- 
ceptual models which may, in part, be applied to budg- . 
eting. Thoi:^)sonMl967) provides a theoretical framework, 
for interorganiz'ational cooperation useful for this study- 
Theoretical critiques of the assumptions underlying such 
techniques as PPBS have been m^ide by Lindblom (195,9),. 
Wildavsky (1964),, and Landau (1969). Schultze (1968) has 
.sought to .spell out the limitations and contributions of 
bdth the analytical and political approaches to policy 
formulation. Such tech^iiques of modern management as PPBS, 
management by objectives, policy analysis, and computerized 
information systems have been criticized by Wildavsky (1966), 
Kelleher (1970), Hoos (1972), and Heim (1972). Balderston 
and Weathersby (1972) describeyi the University of Calif- 
ornia's experience in attempting to implement PPBS; 



METHODOLOGY 

This study is primarily based on a review of docu- 
ments used for budgeting for higher education in 17 states 
and on intensive interviews with nearly all qf ficials con- 
cerned with state-level higher education budgeting in 
those states. A total of 363 individuals were int^viewed^ 
The .officials interviewed are classified by agency in ^ 
Table 1. The criteria used to select the. states are de- 
scribed in Glenny et al. (1975). 

One of the major methodological dilemmas that con- ^ 
fronted the study was. the need to develop, in advance, 
assumptions to guide the selectioit of data while at the ^ 
.same time not foreclosing^^mpletely acceptance 6f new 
^-assumptions and collecting additional data-in ord^r to 



Table I 



NUHBER-OP INTERVIEWS WITH STATE AND INSTITUTIONAL BUDGET OFFICIALS 



States 



Executive branch 



State 
budget 
direc- 
tor 



Budg- 
et 

office 



St 



ff 



Per* 
forni" 
'ance 
audit Other 
staff staff 



Legislative branch 



Direc" Per- 
tor fonii' 
budg- Budg- ance Other 
et et audit offi 
staff staff staff cials 



State higher 
education 
agenc 



Execu- 
tive 
offi 
cer 



Staff 



Other 
state- 
level 
higher 
educa- 
tion 
staff 



Institutions 



Presi' 
dent 
or 

chan- Other 
cellor staff 



■JLm 



Total 



California 1 
Colorado 0 
Connecticut 1 



Florida 

Hawaii 

Illinois 



Kansas 



1-, 

0 i 

1 . 



Mississippi . ' 0 



'.I 

0 ■ 1 



4 

0 
1 



0 
0? 

1 



0 -0 
0 ' 0 



'0 r 2 



3 1 

0 0 
0 'I 



10 



0 

0 
0 



0 
0 
0 



1 0 

2 0 

1. '1 



1 



0 

0 1 

0 M 



1 



2 



2 ) 
1 , 



0 

0, 
2" 



0 



28 

r 17 

6 Jl 



5, 32 
10 16 
8 . 26 



2 3 



/ 13 
^6 18 
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exploit emerging insights. A study that attempts to 
affect policy ccuinpt be limited, .for th.e sake of method- 
oiogical- purity, only to those assumptions held before 
any facts have been ;athered. On the other hand, our 
inquiry had to have some well-defined focus to provide 
•coherent results and to keep its scope within feasible 
bounds. The strategy adppted was to use a semistructured 
interview guide to assure obtaining data on a basic set 
of budgetary processes and issues- This technique allowed 
•open-ended discussions that provided many new insights and 
permitted revising the priority of areas for examination 
during the course of the study. 

As a further safeguard, to assure the -pertinence o'f 
data collected, interviews were held first in six states. 
After a preliminary analysis of ttyis data, the interview 
guides were redesigned. These revisions required obtain- 
ing some additional data from the initial six stateg but 
these telephone calls and letters were well worth- the 
extra effort 

•f ■ » ' * 

Before proceeding with the interviews in' each state, 
many spebific documents were solicited and read. In 
addition, a short questionnaire was 'sent to agencies in 
each state to provide us with more knowledge, to permit 
norie^ sophisticated iriterview questions, and to rednce the 
need for ascertaining facts. These questionnaires addi- 
tionally provided much Qf the., data on staff characteris- 
tics emfjloyed in subsequent, analyses. 

An early determination, was made that the major em- 
phasis in the research woulid. be on thorough interviewing 
rather them on a broader questionnaire survey. Although 
the latter would permit quantitative analysis of selected 
relationships, it did not appear well suited for. the 
highly complete social phenomenon . with which the study 
dealt. Although a questionnaire was sent to all 50 states 
siabsdquent to the collection of interview data, most of, 
the findings of this volume rest on interpretations of 
interview, d^ta. The results oiE^ .,the questionnaire survey 
are reported elsewhere '(Bowen, Ruyle, & Glenny, 1977) . ^ 



Nearly all state agency budget staff members con- 
cerned with higher education wete interviewed in the 17 
states, as well as three or more officials in two public 
higher education institutions in most states- Comments 
were cross-checked and differences explorv^d to discover 
different staff perspectives and interests. To guard 
against interview^fr bias, two researchers participated, 
£n"%[ivSost all cases , in each interview- This had the 
added benefit of letting one researcher formulate ques- 
tions and take notes while the other pursued a line. of 
inquiry. 

In practically every case, the comments of those 
interviewed were exceptionally frafik and they cooperated 
fully with the study. This tremendous cooperation and 
openness on often pxablically or personally sensitive 
issues no do\abt reflected some confidence in the integrity 
and sensitivity of the research staff in presenting find- 
ings. We earnestly hope that we have merited this con- 
fidence- ' . 

Finally, this study drew on the 'limited literature 
available on stite higher education budgeting, and the 
more extensive literature on budgeting in general. Writ- 
ings on organizational theory iand political science, were 
examined for theory that would help interpret findings, 
corroborate data, and for examples of practices. The 
broad theoretical perspective guiding this volume is 
based on social open systejya^heory - The application of 
this body of theory to e^ate higher education budgeting 
is described in Chapters 2 ^nd 3. 

Chapters 4 through 6 describe ancj analyze the organi- 
zation and staffing of the budget process. The remaining 
chapters deal with the stages of budget formulation and 
review and include "state guidance of the development' of 
institutional budgets, the character of these budgets, 
and the review of budgets by state-level agencies. The 
final chapter speculates on trends af.fecting the 'future 
of state budgeting for higher education. 

z t 



2. 

Theoretical Perspectives on the Processes 
of Higher Education Budgeting 

Whether the work of fifty to a hundred years ^ 
offjers evidence enough or not, there is a 
growing conviction, among scholars, philoso- 
phers, and educators that pure empiricism 
will'^have a limited success , if anyi out- 
side the study of physical reality, and 
that it may have reached the end of its 

. great usefulness there. There is evidence 
that specialization, where not guided hy a. 
strategic concept, amounts to little more 
than "puttering around" — a kind of indus- 
trious dilettantism. (Hofstadter" S Hardy, 

, 1952, p. 192) 

THE IMPORTANCE OF EXPLICIT, THEORETICAL 
ASSUMPTIONS 

All attempts to" describe social phenomena are based 
on ^assumptions about the forces that impel social action 
and the resulting relationships- that take place in spe- 
cific contexts to create the forms and substance of 
observed behavior: , Weber (1949) noted that: ^ 

A chaos of "existential jtidgments" about 
countless individual events would be the 
only result of a serious attempt to analyze 
reality without presupposition, (p- 78) 
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Presuppositions, or assuit4)tions, provide a framework and 
criteria for the selection and interpretation , of einpilri- . 
cal data. Thus it is iirportant to examine the assuit^tidns 
about organizational behavior that lie behind studies of 
phenomena to realize the full implications of the con- 
clusions that are drawn. 

The assun^t^ions that underlie research on social 
phenomena vary in compriehensiveness. Some are based on 
broad philosophical considerations, others on what Kuhn 
(1962) calls "paradigms," or a general framework for 
viewing a broad reihge of phenomena in a pairticular field.;' 
Less comprehensive assumptions are based on particular ' ,. 
•theories, hypotheses, or propositions. Assumptions also, 
vary in elaborateness, logical consistency, arid explicit-^ 
ness. These: variations are.often a consequence of the 
stages of development of social science theory. 

Authors are frequently not aware 'of the 'b^s4.t: 
assumptions on which thei:^ analyses re«1b, or they do not 
make them explicit for fear 'that their unverified con- 
clusions and the inevitable omissions and inconsistencies 
will be exposed to experts and critics. Yet little of 
practical in^rtance could be written if an author had 
to have unambiguous eir^irical support for all his .asser- 
tions. 

It is difficult to recognize fully the logic and - 
import of most research efforts in the social sciences » 
without an explicit statement of the basic underlying 
assumptions: Difficulty is experienced in distinguishing 
whether differing conclusions are derived from conflict- 
ing assumptions, from differing data, or from lapses iiv 
logic. , ' / ^ 

For example, in higher education a great doal of- 
attention is, currently focused on the 'concept of account- 
ability. One set of assumptions holds that tax- supported 
" institutions of higher education perform a public service 
and should therefore be accoiintable to the elected offi- 
cials who represent the taxpayers. A second set holds 
that these institutions perform an intellectual and 
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critical role in society that transcends popular and 
often transitory interests and fads; therefore, they 
need to be insulated from an overly rigorous account- 
ability to the public that. might stifle their . longer- ^ 
term, less '^immediately practical interests and their 
function as havens for social critics. From this per- 
spective, accountability to the public must be balanced 
by accountability to the meiribers^ of the institution, - 
particularly the researchers and scholars, to protect 
their freedom of inquiry. - 

Thus, depending on the basic assun^)tions about the 
primary purposes of higher education, an analysis of 
accountability could proceed in very divergent direc- 
tions. Furthermore/ even wherf agreement exists on the _ • 
purposes of higher education, major differences can 
occur over the means employed to achieve accountability. 

' One set of assumptions can emphasize bureaucratic con- 
trol by means of, planning :and coordination, while another 
set can en?>hasize negotiation and bargaining between 
interested parties within a structure of checks and 

. balances. ' , 

' Certain assiwtqptions about human behavior rule out 
social science research as an effective means for analysis 
and prediction of events. For exait5>le, if human events 
are believed to take place in^random or unpredictable , 
ways, it is impossible ;to discover and generalize about 
relationships. Similarly; if the world is thought to be 
governed by metaphysical forces, analysis may be viewed 
as less -useful than attempts to. influence these: forc.e^ 
' by means such as prayer and offerings. . If ond believes 
that the true values in life come from impressionistic 
feelings, such as. enjoying -a sunset or a concert >r^hen 
analysis, by focusing on the parts rather than the - 
totality, may destroy the very thing that is important. 
* While we do not discount the factors that give rise to 
such beliefs, this study proceeded on the assumptions 
of cause and effect and a budget process that will not . 
lose its fundamental utility , and appeal if it is sub- 
jected to analysis. 

■ : ' ' ■ 

, ' ■ . ,' .12 . 
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We atten5)t to state explicitly the fundamental as-, 
sumptions that^^ guided the selection of data and the 
analyses. These assi^ptions are based as much as possible 
on research findings and emer^ging theoretical points of ., 
. viewr' and are as internally consistent as time and ability 
permitted. We do not pretend that they rjpflect verified 
fact or the best thinking on these topics, since no per- 
son's knowledge can span all the disciplines that are 
relevant to understanding state budgeting for higher edu- 
cation. We present our assumptions because i in fairness r 
critics should be helped to distinguish between quarrels 
over the validity of a^sumptions-^and quarrels 6ver empiri- 
cal' accuracy and^interpretation of data within the param- 
eters of basic assumptions. 

THEORETICAL ASSUMPTIONS GUIDING THIS STUDY 

■The primary assun^)tions behind this study are drawn 
from ^organizational open systems theory, which appears 
at pres^ent to be the ropst comprehensive and analytically 
useful paradigm available fox the analysis of organiza- 

..tional behavior. It provides a framewoj^k for explain- 
ing a broader range of behavior than do other available 
paradigms (Georgiou, 1973). Its usefulness., however, 

-has-only recently been explored in the social sciences 
outside the discipline of economics. 

Throughout the study we s'tate our conclusions and 
explicitly or implicitly make recommendations; for 
example, we believe that many proposed budget reforms^ 
involving con5)rehensive analysis of higher education ^ 
are vin^realistic. To a large extent, our conclusions >^ 
and recommendations are based on the extensive data / 
that has been collected .and is presented in this and 

- Qttxer studies in our State Budgeting for Higher Education 
series. They are also based, in pcirt, on assximptions 

. that not only caused us to look for certain facts but' 
also" provided an overall framework for understanding the 
^enormously complex relationships involved in state budg- 
eting after the^ facts 'were ascertained. 



These ass\W>tions are critical, but they are solne- . 
what too coii5)lex and abstract to detail in a volume 
intended for practical use. Consequently, they are inter- 
Woven into, the discussion in subsequent chapters. Briefly, 
these assun^tiohs are: > 

• Open systemis theory conceives c5 an organiza^ 
* tion a system obtaining inputs, which are . 
transf :a«ed through a process ip^l^ x^utputs, which 
are ernli^ged for additional inputs , thus main- 
tair.ijig a dynamic state of equilibrium. 

^ • The primciry force that shapes organizational 
behavior Is/'^the need to maintain satisfactory 
exclmnge relationships. 

• • Systems contain subsystems,, some systems cut 
across a number of other systems, and there are 
levels of systems (physical, biological,.. psycho- 
logical, social,, and cultural), with.higher- 

. level systems mediating the behavior of lower-level 
'systems. ■ . 

• m examination of the socioeconomic system level 
of organizat,ions is likely to ^provide more useful 
policy guidance than studies of the psychological 
or -cultural levels. 

• The boundaries of systems are defined by the 
volume and nature of exchange relationships among 

_ memliers. 

An almost infinite variety of other posisible asomp- 
tions could be used in an analysis of organizational, 
phenomena. Sets of assumptions could be developed that 
give primacy to interpersonal relationships among staff 
members, to the view of organizations as goal seeking, 
or to the view of organizations as bodies of routines, 
procedures, and common' expectations (Allison, 1971). ^ . 
Each of thes^ approaches would illumijiate_^^ 
aspects otthe budgel^processr^but we do not know whether 
— tTaeyr-TOiad lead to different conclusions than the ones 
we found, indeed, the complexity of the topic is such 
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that it is possible that the saune conclusions would have 
resulted from judicious astrological observatidns — an 
alternative not considered, we hasten to add. 

AN OPEN SYSTEMS VIEW OF STATE BUDGETING FOR 
.HIGHER EDUCATION. , ^, 

The orgemizations emd individuals involved in higher 
education budgeting can be viewed as a subsystem within 
larc[(er statewide higher education and governimental systems. 
This subsystem performs the primary function of. procure- 
ment: the acquisition of the resources heeded to operate 
institutions of higher education. The subsystem is com- 
posed of up to four major organizational participants: 
1) the executive budget office, 2) the legislative budget 
staffs and committees » 3) the state higher education 
agency r and 4) the institutions of higher education. 
Sojne states do not have one of these organizations. "For 
example, Mississippi does not have cin executive budget 
office, Delaware does„not have a state-higher education , 
agency, and until recently Kansas did not have aj^egisla- 
tive budget 'staff . In a number of states, for exaii?)le, 
Michigan and. New York, the .^tate higher education agency 
does not play a significamt role in- the budget process. 

THE SYSTEMS CONTEXT^F STATE HIGHER EDUCATION BUDGETING 

Figure 1 illustrates the relationship of the state 
budgeting subsystem to the larger state higher educa- 
tion amd governmental systems, depicting the exchauige 
processes that tcike place" between institutions of 
higher education cmd their environment, together with 
the role of state government in the exchamge cycle. ; 

ljistltutionsH>f varl (box 1) produce a . - 

variety of outputs (box^2) that are of value to society. 
Society at large (box 3)' makes its preferences for out- 
puts known to state-level agenciesv ^(box 4). At. the same 
tim^, institutions make their preferences knoVm through 
budget requests (box 5) to state-level agencies. The 
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state-level agencies conduct a budget feview process and 
make decisions subject to constraxnts, such as available 
revenues, student demand, time for analysis, availability 
of information, and provisions of laws' J box 6) ♦ As a 
result of these decisions, institutions are provided" 
with resources by means of appropriations, substantive 
legislation, and-policy d(5eisions (box 7)./ 

THE STATEWIDE HIGHER EDUCATION BUDGETING SUBSYSTEM 

The state agencies engaged in budgeting' assess and ^ 
articulate social preferences, implementing these through 
. budget recommendations and appropriation acts. The staffs 
engaged in state budgeting for higher qiducation are usu- 
ally a unit within a larger agency of. state government 
or institution. While their primary function is to pro- 
vide resources for institutions of higher education, they 
also produce their own outputs, such as policy decisions 
and information, and they must ...exchange 'these with other 
systems to obtain the inputs they require to effectively 
perform their- functions. Figure 2 on the next page 
illustrates the exchange cycle of these agencies. 

Budget staffs concerned with higher education (boxes 
1., 2, 3, and 4) are provided resources (box 5) so that 
they may prepare requests for, and recoramer;dations on, : 
fimds . Institutional budget requests'." (box . 6) go, to one - 
-or .more" state-level budget staffs (boxes 2, 3, and 4). 
In some states the state higher education agency budget 
staff (box 2) receives the institutional request and 
prepares recommendations (box 7) , which- then go to the . 
- executive budget office higher education staff (box 3) 
and sometimes to the legislative higher education budget . 
staff (box 4). The executive budget office staff's 
recommtendations are incorporated into a state budget 
recommendation (box 8). .This >state'- budget is frequently 
referred to as the gpvarnor's budget or the . executive 
b.udget^. , The governor ' s budget is transmitted to the 
legislative budget Staff members responsible for higher, 
education (box 4) , who help develop recommendations 
that lead to appropriations (box 9) ♦ The appropriations 
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are transmitted to institutions (Box 1), authorizing them 
to expend stxite funds. Assessments of the outputs of. the 
various budget staffs are made by public and state and 
institutional officials (box 10). Political bargaining 
takes place over these assessments, culminating. in new \ 
resource inputs (box 5) to the budget staffs, thus com- 
pleting the cycle. 

r 

The state-level budget agencies vie with each other 
for needed resources to give them maximum influence 
during th6 budget formulation process. . The. perforinauice 
of -each agency is evaluated and it is gremted the re- 
sources needed to, maintain aiid improve its role. Occa- 
sionally resources are withdrawn to signal displeasure 
with an agiency's performance, even though its value may 
in theory be recqgnized. However, this strategy, for 
influencing em agency ' s. behavior can. go only so far 
before, the act of withholding. resources itself becomes 
the reason for the failure. Similarly, units, cire some- 
times given additional funds to ^ correct perceived weeJc- 
nesses. Again;, this can proceed only so far before 
Concerns over marginal returns and. equity among organiza- 
tions emerge to limit increases . Changes in allocations 
Of resources to units can result from imbalance aitong, / 
the perspectives brought to beeir on budgets as well as 
from assessments of the effectiveness with which units- 
carry out current functions. New authority ' may be given ^ 
to a unit together with additional financial resources. 

DIMENSIONS OF THE STATE BUDGETING FOR HIGHER 

EDUCATION SUBSYSTEM » - . . 

' ■ ] ^ ' ' ■ 

There are a^ number of major dimensions of state 
budgeting for highier. education that a study could focus 
pn. .Figure 3 depicts some' of these, including: 

•"^ m the environmental trends that affect the de- ^ 
mand-'for higher education eind act as constraints 
on the budget' process; . 

*• .The sources of inputs into the budget process; 
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m the structure, resources, and processes that 
are involved in. the act of budgeting; 

• ' the sequential phases x^f the budget process 
"from formulation through administration. to retro- 
spective performance, evaluation'; cind 

• the resource allocation cind policy outputs of 
the budget process. 

Thi^ study is concerned with the formulation phase of 
budgeting and, within that phas^e, the s^tructures, re- - 
sources, and- processes of budgeting.- The study ex^inines 
the state agency review of operating budgets for public 
four-year institutions. This focus. may seem somewhat 
limited, but in terms of the' range of topics covered and 
the time ayailable , -even these areas cannot be fully 
explored . . 

A brief • description of these major dimensions of 
the budget process will help clarify the process of 
formulating operating budgets for four-year public insti- 
tutions."" i 



'Environmental Trends. A number of shifts in historic 
trends' are likely to have profound implications for. higher 
' /education budgeting. Cartter (1971) and others have 
pointed out" the chcinging demographic factors that appear 
likely to reduce the demands for higher education. March 
(1974) described some potential consequences of these 
changes. Bowen ♦ (1974 ) . and Millett (197.5)....described the 
chcuiging composition of the labor . force and the implica- 
tions of these trends for the demand for higher educa- 
tion. .. The Jbint Economic Committee (1975) and The 
\i^^^Second War Between the States (1976) noted regional dif- 
. fer.ences in demographic- and economic ^trends. • Bailey 
(1974) and others\;ioted the. changing social valuations 
of higher educationXas measured by opinion polls, and th6 
costs imposed on hignfer education through implementa- . 
. t ion jpf national social\ initiatives r such as ^qual 
opportunity eind occupational safety programs. The 
impact of long- range- economic trends (Forrester, 1976} 



and inflation on institutional budgets (American Council 
on Education, 1974) are currently receiving major 
attention; the rising costs of basic commodities, such 
as oil, metals, and food, appear likely to absorb a 
growing proportion of our national income, reducing the 
monies available for the seirvice sector of the economy, 
including higher education. There is considerable cpn- 
cem, undoubtedly justified, that institutional budgets 
%#ill not keep pace with inflation. Student demand for 
particular fields of study has shifted considerably over 
the past few years For example, enrollments in the 
physical sciences, languages, and history have declined 
while they have growi rapidly in professional fields 
such as medicine, law, and business. The drop in demand 
for teachers is also teducirig enrollment in education. 

a The stability>of these trends^ is open to debate but 
the prospects they pose are having a significant effect 
on higher education budgeting. An exeimination of these 
trends, and their long-term inqplications for state budget- 
ing for higher education would make an in^prtant and 
fascinating area for resear ch- 
\ iS ■ " ■ ■ - - ■ 

Inputs Into the Budget Process., Another dimension 
is the inputs into the budget process, or the revenues 
that are available for 'allocation to higher education. 
An assessment could be made of whether the costs of 
higher education are properly allocated among- its bene- 
fiQiaries. Some studies of financing higher education 
examine the* distribution of its costs among income levels 
and ethnic groups (Hansen & Weisbrod, 1969). Economists 
are concerned with the measurement of . individual as 
weir as social benefits of higher education! 'The ques- 
tions raised lead to issues of tax and tuition policy. 

A second >nput area is the adequacy of the quantity 
and quality of the resources devoted to higher education, 
in terms of social objectives.. Studies deal with such 
topics as higher education seen as an investment in 
economic productivity, and the cultural values obtained' 
from higher education, including social mobility, preserva- 

do . : • - 
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. tion of knowledgei and transmission of culture* These 
questions in essence concern whether the funds and xneui- 
power devoted to higher education are in proper baletnce * ■ 
with those devoted to other social- objectives. 

A third eurea, related to inputs, is whether the, mix 
of resources devoted to higher education is efficient in . 
terms of achieving desired pxirposes, given existing, 
teaching, research, and sexrvice technologies. For exeunple, 
the relationships among facilities, equijpment , . eind staffs 
are explored, including such problems as whether , the use 
of existing community facilities ccin be expeuided, whether 
more use ^could be made of televised leqtures^ whether 
campuses can share library facilities, and whether more 
use cjan be made of teaching, assistatits. 

Outputs of the Budget Process* .Analyses of the out- 
puts of the budget process could examine the distribution 
of higher education's benefits in terms of social equity, 
probing the distribution of benefits among vcirious socio- 

' economic segments of the population and between individual 
and public objectives. This dimension of outputs is 

. closely related to the input issue of who pays the costs 
of higher education- In theory, distribution of the costs 
of higher education should have some relationship to the 
distribution of its befnefits. 'In -practice, standards of 
social, equity lead to income inedistribution and it is 
hard to determine precisely who pays eind who benefits. 

A second output-related issue concerns whether the 
mix of higher education' s outputs is appropriate in 
terms of social preferences. Is too. much research con- 
ducted on defense requirements in contrast with com- 
peting social objectives such as tjealth, energy, or 
welfare? Does the ciirriculum give too much en5>hasis- 
to liberal rather thcin vocational subjects? Questions 
can diXso be asked about the factors that influence 
recommendations and the size of Appropriations for 
institutions ; the amounts appropriated each year, could 
be examined and the factors associated with any variations 
analyzed. 



23 



Budget processes: Studies in the area of the process 
of budgeSng for higher education could examine the degree 

"to thich the organization of ...the ^-^^^^X?hrc;ncepts - 

^^oe ;,v^iilable to budget agencies, and the concepts 
"rSchSSf e^Plovea ef£icL„tIy provide "sources 
Sed^a iy Slgher education. One process issue Is whether 
SfdisSibuJlon of function's ™on9 state agencres, t^" 
Soanlzational structures, and their relationships with. .. .. 
re^ther"contribute to effective ^^gSr 

■.si's-SL^hrthTr ^^"^i^^^^^^^^ . 

interest in our study. « < 

Phases of the Budget Process. There are three primry 

- t^ equation of 4e tesults after the budget is expended. 

^Sie°rt»?o^^ 

Ea^tLrpr^^^^^^^^^^^^^^ : 
futile budget fonnulatidn and admnlstration processes. 

The council ^of .State Governments (1952) has examined 
'state budgeting for .higher education. The state role ^ 

:rthe'Sis?ration 

■been examined" by Moos and Rourke ;"^g°^^"tion" 
(1975). The Carnegie commissxon on Hxgher Edu^^^^^ 

--i^e^^rs-p^-.^^^^^^^^ 

Pethal, 1974). 



structure. Resources, 



.and Procedures Assodlated 
With fliidge.t Formulation, The structure of ^e budget 
process is related to the organization of the agencies,.: 
■and institutions involved': the allociSitiorr of functions 
too these organizations r their legal authdrity, where 
decisions are nikde within thenir and the reliitionships 
among theni, - Resources are the dollcurs, staff, informa- 
tion, legal authority, prestige, and other inputs that 
enable the organizations to perform their roles more or 
less effectively. Procedures include technologies, 
routines, regyilations, timing, decision rules, and 
decision criteria applied in medcing'^resoxirce alloca- 
tions. 



FOCUS OF THE STUDY 



- The shaded areas in Figure 3 (p. 20) denote the 
areas of concentration pf our study. A single investiga 
tion of a phenomenon as con^>lex as' higher ^education, budg 
etihg obviously .^caiinot do justice to all dimensions of 
the budget process. Th§ present study, therefore, con- 
centrates primcurily on the state-level structxire, staff- 
ing, and processes involved in formulating operating 
budgets for four-year institutions. The study, exajtiines 
pnly the budgeting of -state revenues for higher ^duca-.. 
tion. Because of the unique ways in which states budget 
two-yeau: institutions (Wattenburger & Cage, 1974) cind 
private, institutions (Millard, 1975), budgeting for 
these organizations was not examinedc^except where the' 

vprocess was similar to that of the public senior;r insti- 
tutions. ^ Even so, differ^oes between practices fdr/V, ^ 

- major reseaifch universities and other four-year insti- ' 
tutions mcike analysis and generalizations difficult. 
Other dimensions oE'the budget process not .touched are . 
ljudgeting for capital prbjects, .for student financial ' 
aid, and for specializeii units, suc^ as hospitals and 
escperiment stations when they are budgeted separately. 
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3. 



the Analysis of Budget Process 
Effectiveness 



^ ergate was a rr ■ uder that we must judge 
public organizations not only, by what they 
do, but by how they do it — and the reminder 
Was particularly timely after some years , 
during vhich concern for outputs had almost 
totally eclipsed ^concern over phe standards 
governing the production of those outputs. 
(Heclo, 1975, pp. 80-81) 



ENDS VERSUS MEANS 
«»'" ■ ■ ' - . , 

• Discussions of effective higher education budgeting 
have tended to focus on the relationship between inputs 
into higher education and its outputs. There also has 
been considerable discussion of nodels for "rational" ^ . 
decisionmaking. Political values such as "due process," 
"access to decisionmaking/' and "checks and balances" 
tend to have gotten lost in discussions of economic 
effectiveness. This concern with economic effectiveness 
and rationality has led to heglect of A:he intrinsic 
values of processes. Yet .both organizational and politi- 
cal theorists point out that process design affects the 
substance of decisions/ and that the quality of decisions 
can be maintained through procedural safeguards even 
when ends are controversial or obscure. In this study 
we focus on the process of budgeting for higher educa- 
tion/ not on the resources that go into higher education 
or the consequences of higher. education's use of those 
resources. 
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THE CONCEPT OF. BUDGET PROCESS EFFECTIVENESS 



The difficulties, of dealing with the concept of organi- 
y zational effectiveness are desci^ibed by Katz and Kahn (1966) 

Organizational effectiveness has become one- 
of those handy but treacherous pseudo con- 
cepts r connoting a sort of totality of 
organizational gobdness~a suni of such ele- 
ments as productivity, cost;, performance, 
turnover, quality of output, and the like, 
This rudimentary model, as Seashore (1962) 
states^ "is false to most of the data we 
have examined so far, and more con5)lex 
models need to be involved, " (p, 150) 

These problems are readily apparent when it comes to 
developing criteria for judging the effectiveness of the 
process of. state budget formulation for higher education.. 
A primary reason for confusion in defining "effectiveness" 
has been, as suggested by Katz and Kahn, the lack of a co- 
herent model, for describing organizational behavior. The 
open systems model of organizational behavior alleviates 
somewhat the lack of a conceptual framework for defining 
the conponents of effectiveness. From a ^systems perspec- 
tive, economists have identified some 6f the dimensions 
of. effectiveness. These concepts are described briefly 
below, 

TECHNICAL EFFICIENCY 

Technical efficiency denotes the degree to which an 
orgcuiization produces a set of outputs of specified quality 
cuid qucmtity using the least cost set df^ inputs and pro- 
cesses, either 

• by holding outputs constant: and decreasing the 
costs of inputs and processes, or 

• by holding input costs constant: and increasing 
the quality or quantity of outputs through use of 
the least costly mix of inputs and processes, 
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In jlJieory/ to obtain the desired number and quality of 
the graduates of institutions of higher education/ techni- 
cal efficiency consists in finding the least costly set 
of .resources and processes needed to meet that objective. 
Conversely, if. one identifies the. amount of resources 
available to an institution of higher education, techni- 
cal efficiency consists in finding the mix df these 
resources and the set of processes that will produce the 
nxDst outputs of a given quality. 



ALLOCATIVE EFFICIENCY 

Allocatiive efficiency denotes the degree to which an 
organization produces and distributes a mix of outputs 
that best satisfies social preference' functions by 

• identification and reconciliation of collective 
and individual preferences for different outputs, 
, " and 

*• identification and reconciliation of collective 
. and individual preferences for the allocation 'of 
the costs of inputs and the benefits of outp\its 
among populations. 

Allocative efficiency thus is concerned with determining 
the relative preferences of society for the various out- 
puts of higher education: teaching, research, and service. 
In teaching, choices must be made between subject matter 
areas, such as political science and Eifelish, and between 
liberal and vocational studies. The identification of 
both individual and social preferences for the outputs of 
higher education is very difficult (Johnson, 1974). The 
reconciliation of individual and collective preferences 
elso presents a difficult problem (Friedland, 1974; 
Hardin, 1968; Olson, 1971). ' . . 

Another facet of allocative efficiency is concerned 
with determining the distribution of the benefits and 
costs of higher education among various segments of the 
' population. Since higher edubation is in part a public 
;.:g^od, a direct relationship does not exist between con- 

* 
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sumers cind producers . Consumers ccin only p^a:ti^LLly in- 
dicate their demand for, higher education by paying insti- 
tutions for the benefits they receive .through tuition eind 
user's fees. Preferences for benefits of higher education, 
the distribution of these benefits, cind the distribution 
of costsf largely are determined through political cind 
governmental processes cind are enacted by svibstcoitive eind 
appropriation legislation. . 

The analysis cind determination of technicfiLL efficiency 
is dependent first on specifying the outputs desired from 
higher education, eind second on the constraints in obtain- 
ing resources — both allocative efficiency issues. These 
issues are settled politically rather thcin through eii5>iri- 
cal analysis and are subject to constant revision tMeisinge 
Purves, & Schmidtlein, 1975). Policymakers rarely' have 
uncunbiguous guidemce^ and this creates the major iii5>edi- 
ment to using a direct,, cinalytical approach to increase 
organizational effectiveness. - 

RATIONALITY 

Philosophers, political scientists, and mathemati- 
cicins have been concerned with rationality, a concept 
closely related to effectiveness.^ Pepper (1961) identi- 
fies two dimensions of rationality: decisions that, 
are congruent with evidence, and those that are in- ^ 
ternally logically consistent. The problems of applying 
concepts of rationality to decisionmaking were explored 
in considerable depth by Friedland. (1974) , and the major 
problem was summed up by Llewellyn (1960) : ^ 

The Method of Reason does not reqtiire :that 
men shall do what they lack time to do, or 
lack experience to do, or, for that matter, 
lack brains to do. I get impatient with , 
the scholarly critic who sets up as the 
0 first; step of the Method of Reason a deem 
cind searching analysis^ of the problem; I 
get impatient not because that is not a 
good first step ' (after the information has 
been gathered) but because it is not part 
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of the Method of Reason to demfiuid such 
ancilysis of men to whom the problem is 
stubbornly refusing to open for analysis, 
(p. 460) . ■ 

The constraints and dilienniais that confront decision- 
makers in achieving rationality have been listed by 
Schmidtlein (i974). I'Lindblom (1968) suggests that when 
•'outputs are obscure or controversial, • attention is focused 
on the process.' A process is, designed that permits affec- 
ted parties to evaluate the consequences of decisions and 
to ^bargain f or . favorable outcomes.* Outcomes resxilt from 
this multilateral bargaining process and not from com- 
prehensive analysis and decisions by a central decision- 
maker. 

THE PROCESS FOCUS OF THIS STUDY 

This study focuses on the process of state budgeting 
for higher education, not its inputs and outputs. Despite 
this restriction there remain many dimensions of the budget 

.formulation process and many evaluative approaches. This 
study has not exclusively adhered to the evaluation, of a 
particular aspect of process or of a particular approach; 
comments are made on issues as they are illuminated by 
the data. However, primary attention has been given to a 
number of dilemmas ^ that beset the design and conduct of 
the budget formulation process. An attempt has been. made 
to identify and comment on these dilemmas,* to increase 
awareness of their existence, and to sensitize policy- 
makers to the trade-offs involved. Hopefully, as a 
result of this analysis, these trade-offs will be rec- 

. ognize^ more clearly and resolved more satisfactorily 
in the future. • • 

The trade-offs involved in the design and conduct 
of budget formulation processes can be classified under 
five bjfoad headings: 1) consensus versus conflict, 
'2) efficiency versus redundancy, 3) flexibility vfer?iis 
control, 4) stability versus change, and 5) siit5)lici:'.y 
versus cotaplexity. 

. 44. ■ ■ ' ■ ' • 
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COUSEUSUS/COl^FLICT ' o ' 

• The consensus cunong state-level agencies is 
sufficient' to produce timely and consistent de- 
cisions but is not so pervasive that it frustrates . 
new ideas and weakens checks and«balances. 

• The level of trust and confidence cunong agencies* 
and institutions provides for an efficient cobrdina'^ 
ted cooperative review of budgets while it maintains 
the criticism and challenges that . identify and il- 
luminate importcint issues. 

• There is a balanced concern for the time devoted 
. to efficiency issues that are subject to technical 

solutions, and to allocative issues that are set- 
tled primarily by political bargaining, 

• There is a balanced concern for assuring that 
state agency staff remain unco-opted, and for 
assuring that they are familiar with institutional 
programs, processes, and problems. 

• There is a balanced cpncer^ for the expeditious 
resolution of substantive issues and the ma:inte- 
nance of procedural standards of due process. 

• There is a balanced concern for making informa- 
tion available t9 all interested parties on de- 
liberations and decisions and the need for candid 
discussion of alternative actions and their con- 
sequences on a confidential basis. 

• The deliberations in the agencies engaged in 
budgeting for higher education are easily acces- 
sible to those who wish to influence decisions, 
but this access is structured in' ways that avoid 
a paralysis of the decision process. 

• The location of authority for making different 
classes of budget decisions facilitates a balance 
between the need for a broad perspective and the 
need for detailed knowledge of local conditions. , 

31 



45 



EFFICIENCY/REDUNDANCy : ■' 

m The allocation of budget' functions ainpng state 
agencies and institutions results' in a satisfactory 
trade-off between agency specialization and the 
duplications and overlap needed for access, d^e 
. process, and an effective system of checks and 

balances i 

• The resources available to state-level budget 
agencies are sufficient for each to carry out 

■ their functions but not so great that any one 
agency can dominate decision processes. 

• The budget agencies perform all functions es- 
sential to maintain their roles but do not per- 
form inappropriate or inessential functions. 

• The- review of budgets exhibits a balanced con- 
cern for conflicting policy objectives such as 
cost reduction and equal access, maintenance of 
program quality and program diversity, or employr 
ment opportunity and liberal education. 

• The level of resources devoted to analysis and. 
■planning is compared with the benefits provided 

by thes^ endeavors. * ' . 

FLEXIBILITY /CONTROL 

• State-level agencies employ sufficient controls 
to ensure program" coordination among institutions 
but do not exercise these controls so extensively 
and rigidly that institutions are unable tcJ respond 
efficiently„to local conditions.' 

, An appropriate balance is maintained between 

■ formal bureaucratic accountability and preserving 
suf£icient' institutional flexibility to accommo- 

■■-a^ethe demands of their diverse clientele. 
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• The legal and procedural environment of the 
budget .process permits sufficient flexibility in 
the allocation of funds to meet "revenue fluctu- 
ations and changing educational demands while 
avoiding such an unstructured process that , issues 
-are obscured and arbitrary shifts in fund alloca- 

tioi^s take place from year to year. 

• There is a balance between the use of legal and 
administrative controls on the one hand and per- 
suasion and bargaining on the other as a means by 
which policy objectives are achieved- 

• There is balance between the use of interihstx- 
tutional cooperative mechanisms and direct state- 
level agency coordination in resolving policy 
issues- 

STABILITY/CHANGE . 

• There is a balance between attention to longer- 
term/ strategic budget issues, and shorter-term 
tactical issues. 

• There is a balance between the heed for analysis 
. prior to making decisions and the necessity to make 

prompt decisions. 

• There is a balance between making changes to 
meet new conditions and limiting the. size of these/ 
changes so that they do not overwhelm the decision 
process and destroy the consensus necessary for 
action. 

• . Statewide plans and analyses provide a context 
for making budget decisions, but are not imple- 
mented so rigidly that changing conditions — or 
new insights and evidence — are. ignored. 

• Budget processes are sufficiently routinized 
to avoid spending unnecessary time and resources^, 
on repetitive functions but not so routinized 
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that difficulty is experienced in adapting to 
unique or changing circumstances. , 

m" The concepts and procedures followed during 
the process of budget review have sufficient con- 
tinuity to avoid excessive costs of staff retrain- 
ing and redesign of procedures, but are subject, 
to sufficient experimentatibh and revision to meet 
changing circumstances aSd new demands. 



SIMPLICITY/COMPLEXITY 

• Agencies obt-.iri data that are sufficiently de- 
tailed and specific to permit them to carry out 
their functions effectively but are not too com- 
plex to be understood. 

■ f-; ■ " 

• Standard and comparable definitions are used 
to classify educational activities to ensure 

- • equitable treatment but these standards and defini- 
tions are not employed so rigidly that important 
..and subtle program differences are obscured. 

• There is a balance between broad consideration 
of the entire budget and the detailed analysis of 
the most critical issues. 

• There is a balance between identifying 'the 
costs of programs and avoiding so complex a set 
of costing procedures that they are inordinately 
expensive and hard to understand. 

• Budget -processes arid documents cover sufficient 
. aspects of higher education so that important .con- 
cerns are dealt with but are not so inclusive 
that important issues are lost in the details, 
trivial issues invite undue attention, or. data 

' is not used because- of lack of time. 

• Budgetary decisions are sufficiently specific 
to provide clear policy guidance to institutions 
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while avoiding so much detail that they constrain 
• effective institutional responses to local con- 
ditions, ^ . * 

• State-level staffs cire sensitive to the ways in 
which decisions are made in institutions of higher 
education and take these circumstances into con- 
sideration in establishing state policies , but 
nevertheless pursue broad state executive emd 
legislative policy objectives. 

There are many dimensions to the process of 
budget formulation. For excimple, evaluations might con- . 
cern "the instructions for submission of budgets, budget 
requests, their review, or; appropriation bills. A tajcon- 
omy of some of these 'dimensions is provided in Appendix A; 
each dimension listed can be further subdivided, depend- 
ing on the desired depth of analysis. For each -dimension 
of the budget process, a set of process dilemmas, such as 
those listed, caxi be generated to evaluate the effective- 
ness of practices. One criterion may soir*etimes be used 
to evaluate, several dimenisions of the budget process, but 
in most, instances different criteria are needed to evaluate 
different areas. 

The total number of evaluative statements that can 
be made about the budget process is equal to the" number . 
of process dimensions multiplied b^^ the number of design 
dilemmas. Too great an elaboration of process dimensions 
•and design dilemmas can lead quickly to more analysis 
than can be conveniently .covered in one volume. Conse- • 
quently, this volume lacks the detail and specificity 
some practitioners may^ wish, and the theoretical depth 
desired by some academics. ' The cinalysis itself repre- 
sents a solution to a trade-off dilemma. 
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The Organizational Context of the 
Budget Process 



If men are to remain civilized, or to 2>eA 
come so, the art of associating together 
. roust gtow and improve in the same ratio 
in which the .eguaiity of conditions is 
increased. (de Tocqueville, 1945, p- 118) 

. " ' • / ■ * " • 

THE GOVERNMENTAL CONTEXT OF STATE HIGHER 
EDUCATION BUDGETING 

The budgetary process for higher education.can.be 
understood only in the broader context of the state 
government/ whose primary function is to provide goods 
and services that cannot be provided efficiently, effec- 
tively, or at all through less formal voluntary arrange- 
ments or private enterprises (Hoffferbert, 1966)^ 

The complexities of existence, the massive-, 
ness of mutual needs, and the difficulties 
of communicating these needs through small, 
\ private organizations creates a set of 
\ claims which are reflected in governmental 
\ activity- (p. 82) 

Some goods and services, including education, benefit 
everyone whether or not particular individuals pay thei 
share-; educated citizenry and academic research lead 
to economic and social progress. Such services, there- 
fore, are to a large extent supported through taxes and 
administered by governments - 
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Government also provides a raecins ,,to regulate the 
adverse effects of individual actions on society as a 
whole, a problem illustrated by Hardin (1968) in his - 
description of the "tragedy of the commons": the. un- 
coordinated self-interests of individuals who grazed 
_sheep on a common pasture caused overgrazing, with con- 
sequent Josses to all. Governmental organizations can 
provide common services and ^^rotect people from decisions 
based only on immediate and narrowly perceived individual 
and organizational self-interests. In higher education, 
state.' coordination of academic programs and consumer pro- 
tection from unscrupulous institutions exemplify such 
concerns. 

PUBLIC and ' PRIVATE DETERMINATION OF SUPPLY AND DEMAND 

In the private marketplace citizens purchase goods 
and services directly from firms and individuals • The 
aggregate impact of these private transactions determines 
the amount, quality, and quantity of goods and services 
^offered. In contrast, the need for public services is 
assessed indirectly, through political processes, and is 
translated into specific goods and services by public 
agencies; government acts as an intermediary. Public 
demand for higher education is determined through the. 
interaction of institutions, state higher education 
agencies, executive budget offices # and legislative 
budget committees. The amount and kind of higher educa- 
tion to be provided is settled* primarily during the 
budgetary process. The agencies receive cluies to the 
public's preferences from such indicators as- consensus 
on plans, assessments of unmet needs, election results, 
the media, and app^lications for enrollment. This infor- 
mation' is balanced against other indicators, • such as 
demands for other state services and limits on available 
revenues. ..Public demand may shift faster than govern- 
mental agencies are able or willing to modify programs. ^ 
For example, during the early 1970s schools of education 
produced more teachers than the market could absorb. 

The indirect assessment of preferences and the 
political issues of whose preferences are to prevail 
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k leads to the conflicts that acconqpany the formulation 
jEUid approval of budgets. Public preferences are con- 
"stantly shifting and the balance among opposing values 

is often nearly equal, further complicating the search. . : 

for sufficient consensus to tcike action. 

The state budget agencies, caught in the conflict 
over preferences; perform technical analyses in an* 
attftmp^ to determine objectively the appropriate amount 
of money for higher education. However, in democratic 
theory, the only standards or criteria for ju^ing the 
value of educational services are those held by citizens. 
Since there is no empirical basis for maintaining that 
one group's preferences for a particular set of outputs 
are "better" than those of another, conflicts over 
preferences are settled by bargaining in the political 
arena. This bargaining is influenced by- technical 
analyses which settle questions, of fact, identify the 
constraints oh producing services, and assess"' the con- 
sequences of providing them. However, such analyses 
are often used by' public officials to gain political 
objectives rather than to resolve technical issues. 

AMBIVALENCE TOWARD GOVEBimENT 

Conflicts over preferences and the indirect way in 
which government assesjses demand lead to some piablic 
ambivalence toward government. Services ijuist'^be pro- 
vided for all who are eligible and paid for by all, 
despite differences in preferences and in ability to pay. 
Decisions on providing new services or discontinuing old 
services are made slowly and may lag behind growth or 
lessening of demand. Relevant information is necessarily 
oversimplified because of the need to reduce its volume - 
and complexity for use by busy officials. Simplifica-. 
tion and categorization of information tends to blur 
^ differences and create false impressions. General rules 
^ are created to deal with situations . that are to some 
extent unique, and are often enforced without an junder- 
standing of their limitations; thus regulations cf^ 
'in5)ede responses to changing circumstances. Con^^equently 
conflict arises over the relative costs and benefits of 
government (Clevelamd,. undated ij- 

' . .38 



52 



J'irst, we rhe people e3(i>ect public agencies 
to take on^^aany new or expanded functions 
all the tinie, to provide more cuid more 
initiative in the econoray asi a whole. But 
siecond- we tl^e people all agree" that the 
gpverns^nt should not become a bloated 
bureaucracy. (p. 32) . 

This ambivalence toward government Is readily apparent 
in the attitudes of those involved in state budgeting 
for higher education, who wish to increase the role of ' j 
state government in coord^inating and regulating higher 
education while at the same ''time pres.erving the benefits 
of institutional autonomy .\ 

GROWTH OF GOVERNMENT « - . 

Th^ dilemmas posed by governmental growth have been- 
resolv;ed, particularly, during the-past 40 years, in* favor 
of expanded governmental functions. Growing affluence 
has permitted ^eatly Expanded public services, such as 
education, and this in turn has created a demand for more 
governmental coordination and regulation. 

The origins and rapid growth of the two-year colleges 
are described by Medsker and Tillery (1971). The growth 
in the size, complexity, and functions of the university 
c^puses aire described by Kerr (1963), and the development 
of multicampus systems by Lee and Bowen (1971). State 
government has had a parallel growth. The formation cind 
'expansion of agencies involved in budgeting are described 
by Burkhe£ld (1956) , and their increasing role in the 
coordination and regulation of higher education by Moos 
and Rourke (1959) , Harcleroad (1975) , .and the Carnegie 
Foundation for the Advancement of Teaching (1976) . The 
increase in the number of legislative .fiscal, staffs is 
noted in the Book of the States (Council of State. 
Governments, 1974). Glenny (1959) , Berdahl (1971) , *and 
Millaurd (197§) described the growth of statewide coordi- 
nating and governing agencies for higher education. ^ The 
increasing n\unber, ^eize, cind programs of educational . 
institutions, and their growing interdependency, have 
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led state pblicymakers to conclude that the benefits of 
state coordination and regulation outweigh the costs of v 
. governmental growth. 

FUNCTIONS OF THE BUDGET PROCESS 

The system of organizations and process for budg- 
eting of higher education is the structure in which state 
government: 1) assesses the demaii. for the amount, qual- 
ity, and kinds of higher education; 2) balances the con- 
'straints and trade-offs required to provide resources; 
and 3) allocates available '^resources. The preferences 
of citizens for higher education — as expressed by insti- 
tutional requests for funds, elected officials, and 
interest groups — are translated during the budget process 
into specific policies, programs, and fund allocations. 
Conflicting public preferences are identified, constraints 
on meeting demands are evaluated, and degrees . of consensus 
are tested; decisions are made on requests for new activ- 
ities, continuation of existing ones, and the. distribution 
of resources aaong them. The major topics of this study 
are the problems of state budget and higher education 
agencies in reaching these, decisions. 

The organizational framework ' and budgeting proce- 
dures structure decisionmaking by creating methods and 
channels'^for organizing and disseminating crucial infor- 
mation among interdependent activities , and also by 
specifying authority an4 accountability for particular 
decisions. . Prescribed standards of behavior increase 
the predictability of the actions of a single agency and 
reprice the uncertainty of relationships among agencies. 
Vatious stages of the budget process provide acc;ess to 
thofee making claims on government and due process for 
adjudicating these, claims. The budget process also 
\ offers a regular m^ians by which the efficiency and 
\effectiveness of governmental programs are assessed. 
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ASSIGNMENT OF ORGPMIZATIONAL FUNCTIONS 



Organizational structure and functions in budgeting 
are assigned through law, political and administrative 
decisions, eind custom, and reflect agreement among a 
host of contending political forces. Participeints may 
disagree over idealogical values , such as the effect on 
"due process" of various alternatives, or over the 
economic in5)act of staff size and duplication of function* 
Consequently, the formal provisions of constitutions and 
laws do not adequately describe the diversity of the 
structures, assignm-ints of responsibilities, eind the 
extent to which these responsibilities are carried out 
in the' 50 states, (For an extensive description and / 
analysis of the impact of constitutional and statutory 
authority on the relationships between state agencier 
eind institutions see Glenny and Dalglish, 1973.) The/ - 
politi6al forces that shape constitutions and laws are 
constancJLy in a state of flux? relationships among 
agencies "^and the relationship between an organization's . ^ 
legal authority and its actual functions vary with 
current political support, available resources, and 
leadership skills. Political tension that cannot be ^ 
.accomrradated by existing organizational patterns | 
eventually requires new struct\iresr and as a consequence,, 
laws and even constitutions ^ are chainged. 

■ . . ■ 

AGENCIES RESPONSIRLE FOR STATE BUDGETING FOR 
HIGHER EDUCATION 

The primary agencies engaged in state budgeting for \ 
higher education are: 1) an executive budget of f ice; 
2) one or more legislative budget staffs; cind 3) a state 
higher education agency. Only one state lacks an execu- 
tive budget, of f ice, four have no legislative staff for 
budget review (Council of State Governments, 1974), and 
• two lack a state higher education, agency. However, not 
all of the 48 state higher education agencies reviewed . 
budgets. Other state-lqvel agencies may play an impor- 
tant role in particular phases of the budget process, 
for example, performance, management, cind .fiscal audits; 
personnel management r property management; collective 
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bargaining; revenue estimation and demographic forecast- 
ing; information gathering; and planning. . Below the 
state level, institutions .may be organized as raulticampus 
systems, sepcu:ate\y governed campus js, or both. Both 
formal cind informal, associations of instituti<:nal presi- 
dents and other administrators may engage in what Glenny 
(1959). termed "voluntary coordination" of hxgher education 
These associations often play a role in budget* formula- 
tion. ^ 

STATE-LEVEL BUDGET AGENCIES 

THE EXECUTIVE BVPOET OFFICE 

Origin and Number. Executive budget offices have 
their origins in reform movements that began early in 
this century, for instance >> in 1909, the People's Power 
League of Oregon proposed centering executive power in 
the governor (Moos & Rourke, 1959). One primary effect \: 
of this "good government" movement was to centralize^ 
fiscal control under governor^ by means of an executive ,. 
0 budget office. The first law authorizing the governor 
/ to draft a budget for submission to the legislature was 
, enacted In Ohio in 1910 and, by 1920, 23 states had pro- 
vided for 'an executive budget (Burkhead, 1956) . Thus 
the executive brar^ch gained a much larger role in * 
■..budgeting — in many states the most significant role. 

Currently, formal authority fot budget preparation is 
- vested in the governor in^46,/states, and the state 

budg6"t~i5"pi^pared by staff located in the— executive—^- . _ 

braunch in 49 states. 

. Growth. Executive budget offices hava .grown in 
size as well as number. Table 2 compares the relative 
sizes of; the professional staffs of 17 budget offices 
in 1965 and in "1974. Changes ranged from an increase 
of 590 percent in Illinois to a decrease of 19 percent 
in. Connecticut; the average increase in staff size during 
this period was 48 percent, and six^tates registered 
gains of 100 percent or more. ' 

56 . 
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, Table 2 

CHANGES IN SIZE OF EXECUTIVE BUDGET OFFICES 
IN THE 17 STATES, 1965-1974 

Staff 
increase or decrease 



State 


1965^ 


1974^ 


Number 


Percent 


California 


^ 75 


101 


26 


35 


Colorado 


16 


15 


-1 


-6 


Connecticut 


44 


35.5 


-8.5 


-19 


Florida 


13 


29 


16' 


123 


Hawaii 


18 


36 


18 


100 ' 


Illinois 


9 


62 


53 . 


590 ' 


Kansas 


10 


15 


5 


. ' 50 


Michigan 


22 


30 


8 


36 


Mississippi 










Nebraska ' 


"3 


9 


6 ' 


'200. , 


New York 


122 


160 


38 


31 


Pennsylvania 


.21 


45 


24 


114 


Tennessee 


6 


10 


4 


67. . 


Texas 


8 


10 


2. 


25 


Virginia - 


6 


12 


6 


100 


Washington 


27 - 


22 


-5 


" . .-18 


Wisconsin 


18 


28 


10 


56 



Total 



•418 



619.5. 



201.5 



.48 



The Council of State Governments, 1967. 



Glenny et al. 1975. 
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Location. Forty-nine states have an executive agency 
that prepares or participates in the preparation of the 
state budget. Only Mississippi does Tidt-have an executive 
budget office; responsibility for ^^ate budget preparation 
lies with the Commission of. Budget and Accounting, which is 
primarily a legislative agency. Its mentoers are the 
governor as ex officio 'chairman, lieutenant . governor and 
.nine legislators. In South Carolina, budget responsibility 
is with the State Budget and Control Board, of which the 
governor is chairman. Other memb-.xs are the treasurer, 
conqptroller general; chairman. Senate Finance Committee, 
and chainkn. House Ways and Means Committee (Council of. . 
State Governments, 1974). However, the comptroller 
general supervises an executive staff that reviews budgets. 

In Arkansas and Texas,, although the budget is pre- 
pared by an executive agency, the governor lacks formal 
budgetary authority. In Arkansas the budgetmakxng authority 
lies with a legislative council although the state budget 
is Ltially prepared by the Office of the Budget m the 

• Department of Finance and Administration. Xn Texas the 
state. budget is prepared jointly by the Governor's Budget 
Office and,' the Legislative Budget Board. 

Responsible Officie.1. In the 46 ^^ates that vest 
formal authority for budget preparation in the governor, 

• SlTpower is generally exercised through the director of 
Se dSartment! agency, or bureau that -^-IJ^/^/.^J^,, 
the budget. The organizational locations of the °ff^"als 
that prepare the state budget are ^hoWn in Table 3 Fig 
ure 4 diacjidi i . ^ the-si-x-location^o_ f these .officials . The 
director- of the shaded agency in each ^^^f ^^ f ^. 
official responsible for budgeting in at least one state. 

Table 4 lists the locations of officials responsible 
■ for budgetmaking in the. 17 states in our study. All 17 
governors in this "study, were personally involved, to 
.varying 'degrees, with budgetary decisions. The number of 
officials in the "chain of command" between the analysts 
and the governor in the. 17 states varied from ^ high of, 

• five in Connecticut to a low of one in J"-^ ^f^^^^,^ 
et al., 1975, p. 100). , The average number of oftieiais 
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Table 3 



LOCATION OF STATE OFFICIALS RESPONSIBLE FOR 
BUDGET FORMULATION IN THE 50 STATES 



Number 
' of 

Responsible official states 

Director of a unit within an executive 

department 27 

Director of an agency " reporting to ■ 
the governor .11 

Director of a unit within an agency 

reporting to the governor 5 

Director of an executive department 4 
^- ' . 

Director of a commission or board 2 



Director of an agency reporting to the 
governor in cooperation with director 
of a legislative board .1 



Source: The Council of State Governments, 1974. 
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DIFFERING lOCATIONS OP EXECtlTli/E BUDGET OFFICES WONG THE 50 STATES 



mi 



Of!ice of the 
governor 




Office of the 
governor 




Office of .the governor 



Governor 



off ict 



Personal 
staff 



Planning 



Executive 
depart- 
ment 



Executive 

depart- 

nent 



Executive 
depart- , 
dient 



"Hodel 5 



Office of the 
governor 



teguUture 



hiiiitt Qominid 



/todfil 3 




Executive 
depart 
lent 



Executive 
depart- 
ment 



Executive 
depart- 
nent 




Leqlalatur^ 




Tcible 4 

■ \ 

LOCATION OF STATE OFFICIALS RESPONSIBLE FOR 
BUDGET FORMULATION IN THE 17 STATES 



Location of state afi ciais 



State:^ 



. Nuittbe r 

of 
states 



Director of unit within 
an executive department 



Director of unit within 
an agency reporting to 
the governor 

Director of agency 
reporting to the 
governor 



California 

Colorado 

Connecticut 

Florida 

Hawaii 

Kansas 

Michigan . 

Nebraska 

Tennessee 

Wisconsin 

Virginia 



Illinois 
New York 
■Pennsylvania 
Washington 



10 



Director of board or 
commission 



Mississippi 



Director of executive 
agency, and director of 
legislative board 



Texas 



Sour'ce: Glenny et al., 1975, 
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through which an analyst reported to the 9°^""°^^:!^ . 
To for the states in which the budget unit was part of 
a larger^epartinent; for the states in which the budget 
^nit was the principal component of an agency reporting 
directly to the governor , the number was 3 . 25 . The . 
Srage organisational distance between the governor and 
Sgher education buiiget analysis , in the eight states ^ 
■S;^se total higher education appropriation ranXed t^m 
in the top quintile of the states, was about the sanve 
as Sr the eight states ranked in the bottom four 

quintiles (Chambers . October 21, 1974) . Connecticut, 
in the third. quint.. 'e nationally, had as noted the ^ 
largest number of oZlicials in the hierarchy among 
the 17 states. 

one might dssume that fewer intervening °«i°ials 
^ansThat Lre importance is given to higher e---n^^^ 

, Sfa^s^rlfiL^^^^^^^^^ 

- on the basis o^mterviews, to have °°"«'f ^^^.^^^J, ^^^^^ 
. influential executive budget off ices^-Colorado Florid^ 

Illinois, Pennsylvania, Tennessee, and Texas ^he aye g 
distance was only 2.33, compared with an average of 3.33 
for the other states. Not surprisingly, there is a 

- stronger positive correlation between the size of the 
Jntal nrofessional staff of the budget offices and the 
Tu^er'^f l^ve^s in the hierarchy above the higher' educa- 

; re 



was 2.67, 



The governors of all 17 states reportedly attached 
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reported directly to the governor, but there were four 
officials in the hierarchy between the governor and the 
higher education analysts. Despite this "chain of cora- 
mand," during formulation of the 1973-1975 biennial 
budget the governor personally met with individual ' 
analysts on- specific issues. In most of the 17 states > 
while it would not be extraordinary for the governor 
to hold sUch meetings, these would not be routine, 
scheduled sessions as in Washington. 

States whose appropriations; to higher education 
\ were among the bottom fifth nationally were not in- 
cluded in the study. Had these smaller . states been 
included, more frequent exairples of scheduled analyst 
interaction with governors might have been found. 

Staff Organization, Executive budget offices are 
comparatively small compared with most state agencies. 
Only three of the 16 executive budget offices in our 
./^ ' study had more than 100 professional staff members, 
while six had 15 or less. The larger offices are 
divided into stjbunits, usually according to particular 
sectors of stste government such as education or health, 
and staff .members generally have specific assignments: 
One analyst may review budgets of doctoral-granring 
universities, another those of other four-year insti- 
tutions. In smaller agencies the analyst may cover all 
of higher education and perhaps other areas as well, 
such as elementary and secondary education. 

The primary assignments of budget analysts are 
usually quite explicit^ but even the largest agencies 
regulcirly encounter special tasks and peeJc workloads . 
that result in many task forces and ad hoc staff assign- 
ments. The relatively small size of all executive 
budget offices appears to facilitate the flexible use" 
of staff and internal communication. ^- ^ 

^ Responsibilities . The primary responsibility of 
executive budget offices is . to formulate the state budget 
' In general, higher education * and other agency requests 

49 ■ ' . . ■ 
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are submi.tted to the executive budget office for revxew. 
Its recommendations, as approved or modified by the 
governor, eixe then incorporated into the state budget. 
Before they receive budget requests, executive budget 
offices develop policy assumptions and procedural guide- 
lines for use by institutions in preparing their budget 
reqiiests. Staff members delineate policy issues that 
require resolution during the budget process and revxew 
ahd estimate ^he costs of neW| legislative proposals. 

During review of budget requests, figures are audited, 
and costs are established for continuing programs and esti- 
mated for expanded or new programs. Numerous requests for 
information are made to institutions and state hxgher educa- 
tion agencies, sometimes staff members visit instxtutxons 
and often hold liearings. Preliminary recommendatxons are 
prepared and presentee to top officials,-: frequently xnclud- 
ing the governor; these estimates are reviewed for confor- 
mity to policy and the relationship. of the totals to state 
revenue estimates. Often changes are made and' estxmates 
' revised before inclusion in the executive budget. The 
staff cAen engages in the sizeable . task of preparxng 
the executive budget. In Mississippi, which has no execu- 
tive budget office^ such tasks are performed b^ the staff, 
of the legislative budget agency. 

Following preparation- of the executive budget, in 
iriost' cases the executive budget office staff monxtors 
the appropriation process, presents the budget to the 
legislature, represents the views of the governor, and 
assists appropriations committees. Once the budget xs 
enacted, the- executive budget office analysts often 
participate in decisions on gubernatorial vetos and xn 
drafting veto messages. 

After the governor signs an appropriations act, the / 
executive budget. of f ice staff participates, to varyxng 
- degrees, in the administration of the budget. Thxs 
ranges from very detailed preaudits of purchases and 
personnel actions, as in Connecticut, to very Ixlf tie 
?ormal oversight, as in Michigan, ^dmxnxstratxon of 
the budgets of doctoral-granting xnstxtutxons , because 
of both tradition and constitutional and statutory grants 
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of autonomy, is typically less extensive than that for 
other four-year institutions. Executive budget offices 
also evaluate state expenditures, typically studying 
particular programs or issues during *the period between 
the submisision of the executive budget and the receipt 
of the institutional requests for the next year. These 
studies may be undertaken cooperatively with audit, legis- 
lative, or state higher education agency staffs. Studies 
conducted by other state agencies are also evaluated by . 
executive budget office staff. 

Staffs of executive budget offices often have re- 
sponsibilities that go beyond btidget formulation/ admini- 
stration, and evaluation, including fiscal research, 
organizational and management analysis., accounting, data 
processing, and review of legislation (Council of 
State Governments, 1967 \ . 



THE LEGISLATIVE BUDGET STAFF 

'^Far. less has been .written on the natiire and role of 
legislative staff agencies in general, and their budget 
agencies in particular, than on executive branch agencies 
(Worthily, 1975). The number of legislative budget * 
agencies and the size of their staffs have grown rapidly 
in recent years, and this seems likely , to continue for 
some time to come, if only by the laggard states catching 
u^ with those leading the trend. 

Origin and Number. Before the development of execu- 
tive budget offices, the legislature was generally pre- 
dominant in state budgeting. Legislatures directly 
examined agency requests, conpared totals with revenue 
estimates, made changes, and enacted appropriations bills. 
State governmental functions were limited, and the pres- 
svires to. increase expenditures were easier to contain 

within available revenues. 

I- <■ ■ ' ^ 

Initially, the legislative budget committees did 
hot have staff assistcince. Temporary help was occasionally 
en?)loyed, but the responsibility for cinalyzing budgets. 
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providing continuity, and educating new members fell to 
the legislative leadership (Rosenthal, 1970). 

California established the first permanent legisla- 
tive budget staff in 1941. By 1951, only 15 legislatures 
had budget offices or staffs; by 1964, there were budget 
staffs in, 27 states? and in 1974, all but four legisla- 
tures had such staffs. For this purpose, .34 states now 
have one or more specialized legislative budget staffs, . 
while in 12 others budget analysis is provided by a 
general agency like the legislative couj <::il (Council of 
State Governments, 1974)^ 

In 1965, all the" states that lacked full-time legis- 
lative budget' staffs relied on executive budget office 
analysts, with the exception of Connecticut, which em- 
ployed teii5)orary staff. Among the 17 states in the 
study, new legislative budget staffs have been created 
in three states (Connecticut, Tennessee > and Virginia) . 
between 1965 and 1974. Kansas could be added to these 
three, since its legislature relied primarily on the 
governor's budget staff for analysis in 1965 and the one 
person listed in Table 5 had numerous iionbudgetary 
. responsibilities. 



Growth. The number of legislative staff budget 
"agencies has increased and their staffs have grown larger. 
For the 14 states for which comparative data is available, 
the total number of professional staff members increased 
from -69 to 196 between 1965 a^d 1974, or 184 percent. 
The total size of such staffs for the 17 states is 251. 
.Only Hawaii had a decrease in' the number of staff, losing 
two members. ■ 

t: 

Location. ' There has been very little examination 
of the organization of the staff agencies that serve, 
state legislatures. The Council of State Governments 
(1974) first attempted to specify the major organiza- 
tional patterns foyind among the states, identifying five: 



Table '5 



CHANGES IN SIZE OF LEGISLATIVE BUDGET STAFFS IN THE H STATES, 196.7-19?4 

"" ^ . ' ' 7 ' ■ , ■ ' 

...^ , Staff 

. . ■ increase' or decrease 



1 




1968^ • 


1974 


': .1965 to 1974 , 


states 


1965^ 


Number* . 


(.Percent 


California* 
Colorado* 


30 . 
3 


40 ' 
4 ', . 


54 
6 ' 

2 ' ' 


,'24 

' ■ '3 V 
2 


80' 
100 

4» V V 

New staff 


Florida* 
Hawaii* 

iiiillUio 


13 
2 


4' 
15 


20 
^ 11 
I 31. ' 


19, 
-2 

'29, 


9.00 
-15 ■ 
1450 


Kansas*' ' 
Hississippi* ' 


1 \ 
2 


1 

No data ' 

No dati- ' 


' 2 
,24 
: 6 


1 

'? 

' 4 


100 

, • ?• , 

200 


Nebraska* 
tfew Vork 

Pennsylvani'a ■ 


2" 
Some 
' Some' 


No data 
No data 
No data 


23 ' 
■, 8. ' ■ 


10 .' 
? 


• 500 

r 
'? 


Tennessee* 
Texas* " ' . 
Virginia* • 


.None 
'7 

None 


3 

' No data . 




"4 ' 
11 

4 • 


New staff 

157' 
New staff 


Washington* , 
Wisconsin* 


: 4 
3 .■ 


5 

'8 


■16, . 
10' 


12 

7, 


300 
• 233 


.Total 

Sotal for 14 states 


69 




•"251- ' 
196 . 


4 

f 

m * 

127" 

♦ * 


184 ' • 



1. Nonpartisan, centrally mcinaged, one or two 
staff agency legislatures. * , 

2. Nonpartisan, centrally managed, multiple staff 
^agency legislatures (Connecticut and Florida are 

exanples) . ^ . 

3/ Nonpartisan, decentralized, multiple staff 
^•^ency legislatures (Michigan and Wisconsin are 
exanples) . 

4— -pg^£^£g^j^^ ce"nt*rally managed^" inin.t ip] e staff f "" 
agency legislatures (the New York Senate is the 
only example) • 

5. Partisan, decentralized, multiple staff agency 
legislatures (Illinois and Pennsylvania are the 
best exaiiqples) . . 

In the 17 states we studied the staffs that review higher 
education budgets followed one of these general staffing 
patterns. Nine of the 17 had a joint legislative budget 
review staff , seven had separate staffs in each house, 
and two states, California and Tennessee, had both a 
joint staff and staff in one of the two houses. Joint 
fiscal staff (as in Washington) that do not routinely 
revie.w budgets have not been included in these tabula- 
tions. ' . 



Staff Organization. In the states with joint budget 
qommittees the staff was appointed to a joint legislative 
"housekeeping" committee and then detailed to work fot 
the joint budget committee , as in Connecticut and Wisconsin 
In other cases;* as in Colorado and Texas, the staff was 

assigned directly to the joint budget committee. 

. . . 1 . - , . . ... . ... 

In the states where budgets were reviewed by sepa- 
rate appropriations committees in each house, staff for 
these committees may be: 

• Appointed and supervised* by a joint legisla- 
tive cpmmittee and Aso serve as staff, or sup- 
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plementary staffi. for the separate appropriations 
cdnnnittees (as in California and Kansas). 

• Assigned for administrative purposes to an * 
upper or lower house "housekeeping" coitindttee , and . / 
detailed to, and supervr.-^ed by, the separate apprp-V 
priations coinniittees. . / 

. • * ^ / 

m Appointed and supervised by the separate house/ 

appropriations committees. • 

.-These' general'- p$itterns--of-^orgcmi-zat"ion- do-not— serve— to/ 

classify states because all three patterns may exist i^n 
the same state. In Illinois, Pennsylvanfa, and Washington 

. the separate house staffs were 'further divided into major- 
ity and minority party staffs./ In Illinois, in one house 

' the staff of one party served /the party members of its 
committee directly while the staff serving the other party 
were responsible to that -house ' s parjiy leadership. / In 
the other house, tiiey were assigned from a central/ staff 
agency-* ;' ' . . /,• 

All of the 17 St ^.es had staffs serving the jappro^ 
priations committees, although in 1974 such staffs were 
just being formed in Kansas and Virginia euid were cpm- 
pairatively new in Tennessee. Hawaii, Tennessee,/ emd 
Virginia employed temporary staff during legislative 
sessions; the Hawaii Senate borrowed staff from /the 
University of Hawaii. Tennessee employed tke state 
auditor and some of his staff, and Virginia employed 
a retired federal budget examiner. / . 

Classification of staff organization is c!on5)licated 
by legislative sessions. Staff may -be assigned to em 
appropriations committee during the sessions /euid to some 
other committee during the interim. Foi: exan5>le, in 
Wisconsin, when the legislature .was not in session, the 
analysts served an interim emergency fineuice/ committee, 
called the Board of Governmental Operations./ 



Responsibilities. The professional staff members 
that serve legislative budget committees play many roles 
and have vauried responsibilities, both eunong states and 

I 



bietween houses within a. state. For purposes- of analysis, 



however, there are two primary roles. One is that of a 
partisan, political adviser who serves as a personal aide 
.6 a pcurticular legislator and whose term of office nor- 

^ma lly coincides with that of his sponso r. The other is 

. that'^of a^nonpartisan> technical specialist who serves 
the legislature or a committee, and whose term of office 
\ nonftally extends beyond changes in committee chairmen 
and one pcurty's control of the legislatiore . 

In practice, of course, any staff member has personal 
— ^ pa rt i san-pr^ferenees— thafc-eannot'-but^^^elp-ec^ 
* tributions, and staff members who are. the most nonparti- 
san in theory may. be called on to perform partisan tasks, 
Furfherm^e, it is difficult to separate service to a 
strong committee chairman from service to the committee 
\as a whole. Also, partisan staff members often outlast 
\heir sponsors^ sometimes in other assignments, while 
iK^npartisan staff may be employed for short periods of * 
tiitte,;. or a committee may have a partisan technical 
specialist serve for a short term or have a nonpartisan 
:.personal aide. Although most debates on legislative 
staf fing\ tend to focus on the two "pure" role models, 
par ticulak^ staffs may either be quite" independent in 
defining their priorities and work schedules, or they 
may be closely supervised by their respective commit- 
1-ees. , . 

\ The inherent difficulties in formulating a useful 
classification of legislative staff roles are apparent. 
Thd possible combinations of role variables are too 
great to /capture in a siri5)le, comprehensible chart, and 
even if we were to specify staff roles in detail, they 
would be inaccurate in many instances because of the 
rapid rate at which staffs are growing and being re- 
organized across . the nation. For 'these reasons we pro- 
vide selected eb^amples of legislative staff roles to 
illustrate typical patterns. 



The office of legislative analyst in California 
appeared to.be the bek^t example of a staff composed of 
nonpartisan program specialists, with a high degree of 
staff continuity, serving^the entire legislature. No 

\. 

. ■ ■ . \ 

... 



legislative staff exhibited all the characteristics of 
the partiscin political adviser serving as a personal 
aide. Again, the nearest example was perhaps in California/ 
where the chairman. of the lower house appropriations com- 
mittee had a partisan aide. 



In Illinois and Pennsylvania, the budget committees 
of each house had two separate partisan staffs headed by 
'separate staff directors, but these four staffs served 
primarily as professionals rather 'them as political aides. 
In Hawaii,' budget committee staff who were present during 
our visi t 'in August 1974 had all departed by January 1975/ 
following em 'electionT~'"ThTs 'T^'ac]^ 

accentuated because the Hawaii upper house employed part- 
time staff from the University of Hawaii during their 
legislative sessions. 

Partisanship combined with a professional orienta- 
tion and longevity was illustrated by New York, where 
staff were assigned directly to the appropriations com^ 
mittees o'f the two houses. The staff viewed themselves 
as nonpartisan professionals, but were closely associated 
with the partisan concerns of the legislators-; Thft 
director of the New York lower house staff felt them an 
arremgement such as the office of legislative emaiiyst in 
California' would divorce staff from the legislative 
process, in effect creating a fourth branch of government. 

Even when staffs are assigned directly to an appro- 
priations committee their relationships with the com- 
mittee can differ. For several years in Florida the House 
Appropriations Committee staff analyzed the Regents* 
budget request, developed its recommendations, and showed 
the resulting cheiriges to the committee which focused on 
the straffs recommendations in its deliberations. The, 
staff was seen as a professional resource and its members 
tended to survive the commibtee chairpersons who fippointed 
them. The staff of the Florida Senate Ways and Means 
Committee, on the other hcind, cinalyzed only the governor's 
budget request and made no explicit recommendations to 
the committee in an open meeting as. did the House staff. 
Its review was less detailed than that of the House staff/ 
focusing on major decisions and their dollar implications. 
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The Senate approach haci the advcintage of maintaining the 
primacy of the legislators in the process and making them 
appear the authorities on issues. 

The great variations in staffing arrangements among 

jyie_states_jLllus agreement on the advan- 

tages of. particular arrangementTs^; 'The "part'icuiaf tradi-" 
tions, conditions, and values in each state have resulted 
in unique solutions. In some states, the belief predomi- 
nates that since legislators and the process of legisla- 
tion are partisan, staff should serve as extensions of 
the legislators and expedite the partisan i^rocess of 
-7— 4dWBfiatebng^ — Iiv^othex^tate5.,.js,t^f_are_sel^^^ 

and used primcirily in a nonpartisan fashion; while they 
serve lawmakers who have partisan interests, their 
assistance is intended to be technical, professional, and 
impartial f bridging dilf2?:ences by applying facts and 
objective standards to the solution of problems. To 
state the extremes, one staff might serve as narrow 
political operatives to a particular legislator, and 
another as a somewhat independent fourth branch of govern^ 
. ment pbscuring the political role of the legislators. 

When a staff is viewed as fac^Llitating the tradi- 
tional . partisan functions of a lawmaker, differences 
exist over the extent ^ to which the staff's assistance 
' should.be primarily political or mainly confined to 
technical issues. The two areas are difficult to sep- 
arate and to varying degrees staffs concern themselves 
with both. Legislators also disagree about the value 
of staff continuity. A staff with tenure, whether from 
design or tradition, has historical perspective and 
depth of experience, but this very capacity is of con- 
cern to some legislators who feel that long-term in- 
cumbents might dominate ^hexperienced or weak legislators 
Where budget committees are dominated by powerful, long- 
standing phairpeirsons, as is often the case, this coh- 

sideration does not seem compelling. However, longevity 

in office is an accidents of politics, and the very real 
concerns over staff domination of legislators was re- 
flected in a comment by Wildavsky (1973) : "Better a 
lousy legislator 'than a beautiful, bureaucrat" (p. 100). 
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The perception of staff roles influences organiza-. 
tional patterns. Staff that are directly responsible 
to appropriations committees are likely to be under more 
pressure to serve the committee members', partisan points 
of view. The selection of areas for analysis and inter- 
pretation will be subject to more partisan perspectives, 
but presumably partisan analyses will be balanced by a 
need for accommodation among the legislatojfs. Staff 
appointed by legislative service agencies, or the com- 
mittees to which these agencies are responsible, are 
more likely to begin their analyses from a technical and 
professional perspective, which must also eventually be 
reconciled with the political interests of the members 
-ef-H:-he-'Var4ouS"-commdrfefeees-,»r---^h 
centrally fissigned staff have purer morives than those 
appo|nte|d by committees, for they have their own ideol- 
ogical leanings 'and personal as p^tfi a L iUi isK^^but only that 
the incentives and constraints of their pofeition do not • 
obligate them to support as faithfully the viewpoints of 
individual committee members. Central assignment of staff 
also helps maintain continuity, since the tenure of staff 
appointed by committee chairpersons or members is often 
only as long as their sponsors ^. ^ 

For all budget staffs there iis the common problem 
of joint allegiance. For example, in Wisconsin, the 
Legislative Fiscal Bureau served as staff to the Joint 
Fiuance Committee/to the Conference Committee, and to 
an interim Emergency Finance Committee; for administra- 
tive and 'personnel matters it was accountable to the Joint 
Committee on Legislative Organization (Hartmark,. 1975) , 
and it also often had to work with legislators from 
both parties. Information supplied by staff to one 
legislator may be viewed by another legislator as 
evidence of partiality. Similarly, information given in 
confidence to a staff member by a legislator may meike it 
difficult for the staff member to deal openly and fairly 
with other legislators, * (For more extended discussions 

.of the role and responsibilities of legislatiye staf^ 

see Balutis and Butler, 1975.) 
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• In performing their major roles, staffs undertake 
a- variety of specific tasks. Few staffs perform all 
of these- tasks, but all perform some of them. In addition 
to interviews with legislative staff, the following exam- 
ples of staff tasks are also drawn from Balutis and Butler 
(1975), Manley (1968) , Meller (1967), Porter (1974), and 
Rosenthal (1970) : . . \ 

\ • maintaining liaison with constituencies,, with 
executive branch agencies, and with other legis- 
lative committees; 

, • reviewing budget estimates prepared by the 
. institutions, the.._sta.te.Jli3her_ education agencies, 
and the governor"; 

• participating in legislative policy formula- 
tion; 

• assisting committee members to formulate 
questions and define issues; 

' ,. • monitoring legislative actions; and 

. • monitoring expenditures and the performance of 
excicatiye agencies and institutions. 

Staff members often meet with .constituent groups, 
lobbyists, and members of the public during legislative 
consideration of the budget, or with individuals and 
groups who have specific complaints, and then present 
the points of view of these groups and individuals to, 
legislators. They also provide liaison, with ataffs in 
the executive budget, of f ice and the executive depart- 
ments and agencies, sometimes holding informal meetings 
with agency heads and stkf fs prior to legislative ses- 
sions to exchange views and information. In. some cases 
there is substantial informal inte.raction, in others 
virtually none. The staff also represents the "legis- 
lative point of view"— the ■ .iterest, perspectives , " and 
intent of legislators— to %he executive branch; when 
*ar leaislature has enacted an appropriations bill, tho 
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staff interprets the intent of the budget actions for 
executive agencies. In some cases, they act as brokers 
.when there is executive-legislative conflict. 

; Legislative budget staff meirODers are often recruited 
from executive agencies, which backgroxind enables thoi^ to 
understand the executive perspective and provides t'»v^n 
with valuable contacts and friendships. Interagency 
transfers seem to help maintain productive relationship? 
in the face of the conflicts inherent in the separation 
of powers. 

Political scientists have noted that staff-to-staff 
contacts tend to pronote communication and cohesion among— 
the committees of the legislatiare (Manley, 1968), strength- 
ening party unity and increasing positive legislative re- 
sponse to executive initiatives (Rosenthal , .1970) . The 
growth of legislative staff can promote both the quantity 
and quality of legislation; at least staff increases have 
been accompanied by large increases in the number of billfe 
introduced (Rosenthal, 1970) .-^ 

The concepf^of legisla'tir/e staffs as mere technicians 
implementing the policies of elected of f icials has been 
demonstrated to be grossly inaccurate in practice (Appleby, 
1949) . The extent of staff involvement in policymaking 
varies greatlyj but typical activities include active -par- 
ticipation in high-level meetings, briefing sessions, and 
appropriation bill "mark up" sessions; development of 
policy papers and recommendations; and making comprehensive 
recommendations on- budgets and policies. One observer has 
suggested that in some cases legislators serve only to 
legitimate staff oecisions; thr'.s overstates the power of 
legislative budget staffs^ bi:" they nevertheless do 
typically V'sive substantial in.pact on policy. 

Before receipt of budget requests, staff members 
visit can5>uses, make studies that help them formulate 

^. issueSy - and of ten establish the procedures .and_:agendas . .„ 
for the budget review. Meetings are held before the 

_ beginning of the legislative, sessions to brief. commit- . — 
tee members on emerging issues. They may receive and 
review budget recommendations from campuses, multiccimpus 
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offices^ the state higher education agency, the governor, 
or nore than one of these organizations; these come in a* 
variety of formats, ranging /from a memorandum outlining 
broad recommendations to highly detailed budgets with 
extensive justificiitions- - 

Budget review begins by each house simultaneously 
or sequentially considering one or more of. the budget 
recommendations, or ignoring them and developing their 
ovm budget recommendations. Sometimes budget staffs do 
not receive copies of higher education budgets until the 
governor releases his. own budget recommendations. Once 
the staff begins consideration of a budget recorapoaendation , 
they may prepare estimates-and projections, check_data _ 
for accuracy, code computer input cards, prepare sum- 
maries of the major provisions of budget recommendations, 
and list issues that require consideration. They may 
analyze ail or a limited number of areas in recommenda- 
tions, and may act as a clearinghouse for information 
requested by the legislators? they often act as a buffer 
between the. legiir.lators and institutions, helping legis- 
lators restate questions to make them answerable and 
sometimes less pejorative. For example , legislators have 
sometimes been persuaded not to collect data that might 
be misconstrued and used to penalize institutions 
unfairly or to raise divisive political issues. Because 
legislative staff are very close to oowerful politicians 
they can: use their influence negatively as well as 
positively; inexperiencrd or unwise staff members can 
require unnecessary data and persuade legislatprs, who 
are generalists, to make decisions or to promote causes 
^ that harm higher education. Similarly, they can use 
their influence to pursue their own special interests. 

During the appropriations process, staffs often 
submit notes and questions to committee members, prepare 
issue- papers and briefs on particular topics, and re- 
spond to requests for specific artalyses and information. 

They-^may._prepare. daily ..ai^^^ of 

lative actions on the budget, draft budget bills, 'and 

.'/ incorporate statements of legislative intent into com- 
inittee reports and memoranda. They frequently make 
cost analyses of legislation developed by substantive 
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committees , and maintain liaison among appropriations 
committees, substsmtive committees, and the leadership 
of the houses- Liaison is also maintained between the 
two houses. After 'the budget is enacted, in some states 
staffs monitor agency cmd institutional expenditures and 
sometimes conduct studies of the performamce of insti- 
tutions, or of their organization, policies, amd pro- 
cedures - 

THE STATE HIGHER- EDUCATION AGENCY 

Many states have more than one specialized higher 
education agency. There are commissions for plemning 
and administering federal funds from the Higher Education 
Facilities Act of 1963, agencies for. administering state 
and federal student aid programs, and, in' some states, 
planning agencies created as a result of section 1202 of 
the Education Amendments of 1972. The state higher 
education agencies of primary interest in t^isv study are 
those identified by Berdahl (1971) , which coordinate rill 
of a state's public, and sometimes its indej^endent , insti- 
tutions of higher education. These agencies may administer, 
construction or student aid programs and may be section 
1202 agencies, but 5.n many states two or rivore higher educa- 
tion agencies perform th^se functions. We use the generic 
term "state higher education agency" for these state- 
level organizations with some misgivings, since they 
are extraordinarily diverse in the ways in which they are 
orgcmized, their legal authority, and their formal and 
informal functions- They are unlike other state agencies 
both in their organization and in the, way they are treated 
by state officials. In msuny ways they are, as Berdsdil 
(1971) suggests, a fourth breinch of government. Some, 
located in state depeortments pf education, are state ^ 
agencies; others that govern csunpuses are higher educa- 
tion institutions; smd still others are regulatory or 
advisory coordinating boards that are neither state 
agencies nor institutions. Some states, for exair^le, 
Oregon, have both a statewide govering board and cm 
advisory coordinating agency. To use a single term to 
describe all these agencies obscures important dif- 
ferences among them, cmd between them cmd other state- 
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level governmental agencies. What they have in common 
for the pxirposes of this study is responsibility, or a 
potential for statewide oversight of many or all of the 
functions and sectors of higher education. For the sake 
of simplicity, a single term must suffice. 

. : Origin and miniber. The first state higher education 
agency in this country was the New York Board of Regents, 
established by statute in 1784. The second was the Nevada 
Board of Regents, authorized by the new state constitution 
in 1864. Between 1864 and 1941, 16 states created a state- 
wide governing board for higher education- The first .coor- 
dinating boaurd to begin operations was authorized by a 
constitutional .amendment in Oklahoma in 1941. From 1941 
to 1968 ^nly four more states created statewide governing 
boards for higher education? 27 states authorized coordi- 
nating boards. . Michigan and Pennsylvania joined New York 
in creating a single governing-supervising board for all 
of public education, from kindergarten through college . 
(Glenny, Berdahi, Palola; & Paltridge , 1971) . In 1939, 
only 17 states had a state higher education agency? by 
1959 the number was 26, and by 1974, 47 states had such 
am agency. These numbers do not include formal statewide 
volunteiry coordinating arrangements, which did not exist 
in 1939 but by 1959 numbered seven, only one of which — - 
Nebraska — remained in 1974 (Berdahi, i971) . 



Growth* There' is no readily available data on the 
growth of state higher education agency staffs. Obviously, 
as agencies were newly formed they acquired employees, and' 
since many have been created recently (Carnegie Commission 
on Higher Education, 1971), there have beei) considerable 
increases in total staff. For the four states included 
in both the 1959 Glenny study and this study, all but 
one—California — showed impressive staff increases, as 
indicated in Table 6. . 



Location. Berdahi (1975)- has made the most recent 
attempt to classify state higher education agencies using 

. ■ 78 
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Table 6 



CHANGES IN SIZE OF PROFESSIONAL STAFF 
IN FOUR STATE HIGHER EDUCATION 
AGENCIES , 1958-1974 



States 


Number of 


staff 


Staff 


change 


1958^ 


1974^ 


Num- 
ber 


Per- 
cent 


California 


20.5 


19 


-1.5 • 


-7 


New York 


22.0 


146 


22 


563 


Texas 


6.0 


60 


54 


900 


Wisconsin 


' 5.0 


134 


5 


2580 



^Glenny, 1959. 
Glenny et al., 1975'. 



the recent examination of the states and higher education 
by The Carnegie Foundation for the Advancement of Teaching 
(1976). Berdahl identifies six basic patterns of organi- 
zation; these patterns and the states associated with them 
.are listed in Table 7. In 29 states the state higher ed- 
ucation agencies have their legal basis in statutes, while 
in 18 states they are established by the state constitu- 
tion. In six states the agency is a cabinet department 
either by constitution or statute, and in 33 states it is 
designated a& the statewide section 1202 commission 
(Education Commission of the States, 1975), The organi- - 
zation of state higher education agencies has been exten- 
sively explored by Berdcihl (1971), The Carnegie Commis- 
sion, on Higher Education (1971), Glenny (1959), Glenny 
et al. (1971), Millard (1976), and Palola, Lehmann, and 
Blischke (1970) • An extensive bibliography on the topic 
has been prepared by Barak (1974), 

Responsible Officials. All 47 state higher educa- 
tion agencies are administered by a board. In 23 states • 
all board members are appointed by the governor. In 15 
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Table 7 



CLASSIFICATION OF STATES BY PATTERN OF STATE-LEVEL CO- 
ORDINATION AND GOVERNANCE OF HIGHER EDUCATION,, 
1974 (pre-1202 commissions) 



Pattern 



Number 



States 



No' board! 

Voluntary 
association 

Advisory i 

coordinating 

agency 

Regulatory „ 
coordinating ■ 
agency 



Statewide . 
governing 
board with 
executive 
secretary 

Statewide 
governing 
board with 
chancellor/ 
president 



2 
1 

11 



17 



14 



50 



Delaware 

•■ a 

Nebraska 



Vermont 



Alabama 
Arkansas 
' California 
Maryland^ 

Colorado 

Connecticut 

Illinois 

Indiana 

Kentucky 

Louisiana^ 

Arizona 
Idaho 



Alaska 

Florida 

Georgia 

Hawaii 

Maine 



Michigan 
Minnesota 
N.Hampshire 
Oregon 

Massachusetts 
Missouri 
New Jersey 
N.Mexico « 
New York 
Ohio 

Iowa 
Kansas 



Montana 
Nevada 
N.Carolina 
N.. Dakota 
Rhode Island 



Pennsylvania 

Washington 

Wyoming 

Oklahoma 

S.Carolina 

Tennessee 

Texas 

Virginia 

Mississippi 



S.Dakota 
Utah" . 
W.Virginia 
Wisconsin. 



Source 
a 



Berdahl, 1975. > 
Wbraska established an advisory coordinating agency in i.976 
^The Maryland Coyncil for Higher E<3ucation became a regu- 
latory coordinating agency on 1 July 1976, 
^In January 1975, under a new state constitution, the Board ^ 
of Regents replaced ^he Coordinating Council. 



states the governor appoints the majority of the mem- 
bers* In New Jersey the governor appoints half of the 
"meinbers. In California, New Haur^shire, cmd Washington 
the governor appoints less them a majority of the mem- 
bers. In MicHigcm, Nevada, cmd New York all board meia- 
bers are popularly electedl In .North Carolina cmd 
Oklahoma board -members are appointed and elected by' 
other. state officials. The executive officer of these 
agencies is appointed by the board in all the states 
except Pennsylvcmia, where he is appointed by thX- 
governor, > 

Res Donsibili ties. The major fimctions performed 

by state higher education agencies vary considerably. 
Even within one' of BerdcQil's six classes, different 
legislation cmd historic development: have led to 
fxinctional differences. In general, however, the 
priniary responsibilities of the agencies include 
1) plaxming and coordination, 2) budget review and 
recommendations, . 3) program review and approval, 
4) information collection and cmalyses* and 5) program 

• administration. Not all agencies are responsible for 
all of these fxinctions, and even within a single airea 
of res^ponsibility the particular tasks performed vary 
greatel^- Table 8 shows their statutory r^ponsibilities 
for six .cominon- functions for the 17 states in this study. 

To focus on their formal legal authority can be mis- 
leading, for, through their studies and recommendations, 
many of these agencies have influence when formal author- 
ity is lacking. A good exeut^le of such authority is in- 
formation collection. One of the statewide governing 
boards amd^two of the state departments of education do 
not have explicit statutory authority to collect infor- 
mation, but this authority is inplicit in other functions 
such as program review. 'There are meams by which cm 

• agency may surmount lack of authority for a specific 
pprpose. In one state, for example, the coordinating 
agency regularly persuaded the legislature to pass 
jresqluticns? requiring the collection of desired infor- 
mation. 
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T^^le 8 



STATUTORY RESPONSIBIT.tTIES OF STATE HIGHER 
. EDUCATION AGENCIES IN THE 17 STATES 



Type of agency 



Characteristic 



State- 
wide 
gov- 
erning 
board 



State ., 
depart-. 
Coordi- ment of 
nating educa- 
agency "tion 



l.jnber in sample 5 

Statewide long-range 
or master planning 3 

Review ' and/or approval 
of institutional 
role or scope 5 

Review and/or approval 
of new academic 
programs at public 
camp ses „ 5 

Information 

collection 4 

Review and/or approval 
of tuition levels 5 

Review and/or approval 
.of budgetary 
formulas 3 



8 

/" 
8 



Volun- 

■ tary Total 



17 



14 



12 



14 



13 



10 



Source: Glenny et al. , 1975. 
^Not applicable. 
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Differences in responsibilities €xist among types 
of state higher education agencies as well as within 
those of a sittdlar type. A statewide governing board, 
as in Wisconsin, expends much more effort on program 
administration than does cin advisory doordinating 
agency. On the other hand/ earlier studies (Berdahl. 
1971f Glenny, 1959) indicate that such governing boards 
spend, less tiiae on statewide planning] onlj three of 
the five studied have formal authority for planning. 
A. coordinating agency 'like t.hat in California will 
have few if any responsibilities for i)rogram adminis- ^ 
tration. Tennessee and Illinois have' coordinating 
agencies with strong budgetary authorjity, wh^ch the' 
New York Regents lack. In the' past, iWashingcon and 
California agencies have had limited jbudg-caiy authority; 
however, in Washington the agency has been influential 
iit budgetary matters, while in California the agency 
ha" been limited mirly to making faculty salary recont- 
mentations. I 

Budgeting was the tenth most frequently listed ,n 
issue of concern to the state higher education agencies, 
as repoitedjin a survey by Paltridge (1975, pp. 8-12). 
The extent -Sf the budgetary role^cf the agencies and 
the legal hr^is Jor it are shown in Appendix B. Of the 
47 agencies, 43 make budgetary recommendations to the 
governor ,„ the legislature/ 'or both, either under statutes 
or'^as a matter of state policy. Among the remaining 
four states, the New Hampshire, New York, and Oregon 
agencies do not review higher education. budgets. In 
Texas, higher education budgets are reviewed in the pro- 
cess of designating formulas, but no recommendations 
are made to state agencies. In a sense, however, the 
Texas agency's designation of formulas does ^erve as a 
reccmmendation because the formulas generate 80-90 per- 
cent of state support for higher /education (Glenny et al. 
1975), and are developed with an /eye on an amount 
that will be politically acceptable (Meisinger, 
1975).. j' . ^ 

Differences in the budgetary roles of the 16 state 
higher education agencies in our sample can be described 

/ 

I ■ 
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in terms of four dimensions: 1) the number of states 
in which the higher education agency reviews the budget, 
2) the extent to which the reviews cover all,..:sectors of 
higher education. 3) the primary areas that are covered- 
by the review, and 4) the breadth of the revxew. As 
Table 9 indicates, 15 of the 16 agencies reviewed budgets 
to some extent; the New York Board of Regents revxews 
new program costs but not institutional budgets. Of the 
15 agencies, 11 examine the budgets of both four- and 
two-year institutions. However, among these 11 states, 
in Michigan the review of all institutions appeared 
superficial and the agency's recommendations were not 
seriously considered by other stata-ievel agencxes. 
Sfatewide governing boards, as in Wisconsin, reviewed 
- only the two-year institutions that were governed by 
them. In the states possessing one or more statewxde 
two-year college boards in addition to a state hxgher 
education Agency (as in Connecticut, Virginia, and 
Washington) , the respective budgetary .roles of the 
agencies sometimes appeared ambiguous and have occa- 
sionally produced interagency tension. 

T 

Fourteen State agencies had Statutory authority 
to review new program costs, including that of New York, 
■which lacked general budgetary review authority. The 
only agencies without specific authority to review pro- 
grams were in California and Michigan, but the Calxfornxa 
agencies recently gained such authority when a new post- 
secondary education commission was created. 

Of the 16 higher education agencies, ten had formal 
authority to develop budgetary, formulas, but such author- 
ity appears implicit in the responsibilities of all the 
statewide governing boards, should they wish to exercxse 
it. Illinois, a state whose coordinating agency lacks 
explicit statutory authority to develop formulas, has 
developed and used formulas for a number of years. 

In terms of breadth of budgetary review, do state 
higher education agencies review the entire higher 
education budget or only specific areas or specxf xc 
items within the budget? Among the 15 agencies revxew- 

8 4 
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* Table 9 



SEIJECTED CHARACTERISTICS OF STATE HIGHER 
EDUCATION AGENCIES IN THE 17 STATES 







Type 


of agency 






State- 




State 






wide 




depart— 






gov- 


■ . 

Coordi' 


■ menu oi. 






erning 


nating 


educa- 


Volun- 


C h a r a c t e r 1 s t i c 


board 


agency 


tion 1 


tary Total 


Nuxnbe r in saii'.p 1 e 




Q 

o 


3 . ' 


1 1. ' 


Review higher educa- 










tion budgets 


5 


Q 
O 




J. -J 


Review budgets of 










both 4- & 2-year 










; institutions 


2 


7 






Review new programs 










and/or their costs 


5 


1 


2 


14 


Develop and/or appro' 


ve 








formulas 


4 


5 


1 


10 


Conduct a compre- 










hensive review 










of budgets 


■ 5 




1 


10 


Review only special 






r, 




areas or issues in 






\ 




the budget 


0 


4 


5 


Make de tai led , compre- 








> hensive budget 










recommendations 


4 


4 


1 


? 


Make detailed, specific 








budget recommenda- 










tions 


0 


4 


0 \ 


4 


Limit recommendations 








to general levels 










of support 


1 


0 


1 


2 



Source: Glenny et al., 1975, 
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ing budgets, we found that all but five reviewed the 
entire budget; California, Michigan, Texas, Vxrgxnxa, 
and Washington tended to review only specific xtems 
For exaitiple, in California, review focused on faculty 
Sary^sts; in Michigan the agency's budget recom- 
mendations were transmitted as a draft appropriations 
T^U in Texas, Review consisted of developing formulas; 
L^d in both Virginia and Washington, review was l^^^ed 
to selected items or areas of policy concern to the 
agency and other state-level agencies. . 

The determination that budget review was compre- 
hensive- did not indicate either the depth of that 
review or its influence on the final appropriation. 
But as one would expect, statewide governing bo^^^^^" 
view was both comprehensive and went into considerable 
depth, though even among these similar agencies the 
depth varied considerably. In Florida, the staff of 
Se Board of Regents developed the entire budget cen- 
TrllTy,' using, data submitted by the institutions The 
b^ard ;hen sLmitted a consolidated budget all four- 
'■ year institutions in which individual campus -otals 
could not be identified. At thv other extreme, 
Ssissippi-s Board of Trustees initially a ge"-^^ 

review df campus requests and arrived at a to^al be£ore 
sSi'tLg the budget to the state Conmdssion of Budget 
and Accounting. Only after the commission had acted and 
the legislature had appropriated the mor.xes did the 
t^^ustees review in detail institutional requests to. de- 
velop campus operating budgets. Depth of review in 
aiSi, IcLsas and Wisconsin fell- between these extreme.. 
A^ng [he states, with coordinating agencies, the depth 
of review also varied widely; agencies in Colorado, 
Illinois, and Tennessee engaged in very detailed reviews, 
while Michigan's agency made only a general review. 

The significance of review in terms of the overa^. 
state budgeting process also varied considerably. U..- 
torically, recommendations of the Board of Higher 
•• Education in Illinois have had great significance xn 
determining the final higher education appropriations. 
" D^t^Se latter -eOs its recommendations were rareiy ■ 
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vchanged. In contrast, agency reviews in California and 
Michigan have had practically no effect. In Washington, 
the agency lacks authority to recomniend a budget and 
reviews only specific issues and topics, yet its recom- 
mendations have had considerable impact on appropriations. 
Incidentally, in both California and New York the presence 
of two or three strong, multicampus systems in each state 
was associated with little or no exercise of budget au- 
thority by the state higher education agency. However, 
it would be unwise to assume a cause-and-ef feet relation- o 
ship. . . 

OTHER STATE-LEVE L AGENCIE S f 

' • In most states, in addition to the executive budget- 
office, th3 legislative budget staff, and state higher 
education agency, other agencies had at least a limited 
influence on higher education budgeting. The most signifi- 
cant of .these were: 1) performance and management audit 
staffs, 2) fiscal audit staffs, 3) personnel staffs, 
4) collective bargaining staffs, and 5) revenue and demo- " 
graphic projections staffs, A few states had planning 
and analytic L^taffs, some left over from abortive attempts 
.to institute program planning and budgeting systems, but 
these staffs appeared to have little impact on higher 
education budgets since most higher education pleuining 
took place in state - higher education agencies. Occa- 
sionally, as in California, special legislative studies 
created broad higher education plems (Joint Committee 
on the Master Plan for Higher Education, 1973), and 
governors sometimes instituted large-scale studies that 
included higher education, usually when they first took 
office? these studies are a form of plemning', as they 
ostablish policies andv create expectations that in- 
fluence institutional actions. Whatever the source of 
the planning, the effect on budgeting was usually indi- 
rect and subtle.- 

h description of the roles of these other agencies 
co*-^; Vjtes the organizational mosaic of state-level budg- 
eting, for higher education. 
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statewide' Performance Audit staffs. Many perfor- 
mance audit staffs with responsibilities across state 
government have been created in recent years and have 
"a significant impact on budgeting. A performance audit . 
is defined by Brown, and Pethtel (1974) as. ■ 

An evaluation of the effectiveness of 
governmental operations, programs, and 
organizations to determine accomplishment 
of goals cind objectives. (p. 319) 

Such an audit is distinguished from a financial audit, 
which is 

A review of financial records and controls 
to determine whether funds have been le- 
gaily spent and properly controlled, 
(p. 319) 

And a management audit consists of 

An evaluation of the efficiency of 
governmental operations , programs , and 
orgarizations, with special attention 
to administrative policies and practices, 
(p. 319) 

Performance auditing is> fairly new, although some Z 
of its elements have always been part of traditional 
audits and budget reviews. Performance audit staffs 
today can be found in many state governments, includ- 
ing 14 out of the 17 states in this study. Their 
formation and growth is one- of the most distinctive 
trends in state government. (State .legislative per- 
formance auditing has been'described by Brown. & Pethtel, 
1974.) ^ . 

Performance audit staffs can be located in the 
executive or legislative branches of government or 
under an independent • audit agency, but most are located 
in the legislative branch. (The organizational loca- 
tion of the performance audit staffs in the 17 states 
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are shown in Table 10.) The legislative staffs have 
recently formed their own association aind publish a 
newsletter titled c-^'^'^^ Report. Legislators rate their 
oversight function as the one they most neglect 
(Rosenthal, 1970), and a desire to correct this situa- 
tion may be behind the growing. number and size of 
legislative audit staffs. The staffs in the executive 
bramch were often formed originally to implement pro- 
gram planning and budgeting systems, amd had their 
functions narrowed after the demise of this broader 
concept of program review and analysis. 



^ Table 10 




LOCATION AND NUMBER OF PERFORMANCE 
STAFFS IN THE 17 STATES 


AUDIT 


Location 


Number 


No staffs 


3 


A staff in both the executive and 
legislative branches 


3 


A staff only in the executive branch 


1 


A staff only in the legislative branch 


9 


A staff only in an independent agency 


1 



Source: Glenny et 1975. 



The states vary greatly in the size of their state- 
wide performance audit staffs. These staffs are generally 
part of audit agencies that also carry out management cu:id 
fiscal audits, so the actual man-years devoted to perfor- 
mance audits are hard to determine. In California, two*^ 
legislative, staffs aind ain executive staff do performance 
audits. The auditor general has a total professional 
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staff of 50, the Legislative Budget Committee 42, and 
the Audit Divisioi■^ in the Department of Finance, 40. 
This total of 132 professionals, many of whom engage xn 
performance audits, compares with 44 in Wisconsin, the 
Sate with the next largest staff . Five states have ■ 
professional audit staffs, ranging from 15 to 30 mem- 
-bers. The remaining seven states have staffs of from ^ 
four in" Connecticut to 13 in Washington. 

Of the 18 audit staffs present among the 14 states 
studied, all but five have conducted performance audits 
of higher education. The subjects were nearly as 
numerous as the audits, but a few areas ^^^"'^V^rains 
slightly more attention than others: review of programs, 
analysis of the budget process, faculty salary setting,^ 
costs of instruction, and enrollment proDectidns (Glenny 
. etal., 1975, . pp. 369-376). 

Tie effect of these audits is difficult to assess, 
we fomd-no instances in which specific audit recom- 
mendations were fully adopted either as a fudf tary 
policy or as a basis for budget actions. While these 
reports often received consideirable attention from 
budget staffs, and occasionally strongly influenced 
their perspectives and actions, budget analysts must 
fit specific audit recommendations into the broader 
context of state budget policy and accommodate P°l;tical 
realities, dealing only with those — ^ . ^/^^^^^^^ 
. budgetary action while they remain sensitive to equity 

issues. 

Audit reports .usually present a single perspective 
on particular issues and do not lend themselves to com- 
prehensive implementation. California performance audit 
staffs were primarily concerned with reductions 
not improvements in the delivery and quality fj^^ri 
But to be effective, policies must '^''^^/^^^^^ 
quality considerations. . The budget process ;;S°ne arena 
■ ?or the interplay of contending forces,, and this -s no 
doubt one reason why audit recommendations, «hile in 
fluential, are normally much modified before, xmple- 
mentation. . i . 
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Schick (1^69) contends that the focus of* the budget 
process changes as new problems confront governmental 
officials. Seen in this light, performance auditing may 
be a response to the Increasingly complex and numerous 
activitie53 supported by state government. As statutory 
commitments and continuing activities grow, policymakers 
have le^ discretion to deal with expanding demands or 
declining revenues. ; Program planning and budgeting 
systems, zero-based budgeting, and comprehensive infor- 
mation systems are approaches that attempt to examine 
comprehensively the effectiveness and priority of con- 
tinuing, as well as new, activities; they have generally 
failed because the resources, time, and knowledge to 
meet their comprehensive objectives are not available. 
Performance audits take a selective rather thcin a com- 
prehensive approach, choosing priorities and realistic 
levels of detail. This approach is a far more feasible 
basis-, for examining established programs, perhaps account- 
ing for its increasing use. Since perfona-iince audits 
study ongoing institutional programs, not requests for 
new programs, they may become more important if sub- 
stantial b\adget retrenchment becomes necessary. 

Performance auditing has two major weaknesses:. 

1) a single perspective. iis applied to cinalysis; the 
problem can Jbe compounded when audits aire performed by 
inexperienced staff or staff whose concepts of governance, 
differ from those traditional in higher education; and 

2) there is a possibility that state-level officials 
may delve into the details of institutional administra- 
tion, losing sight of their own policy roles while they 
are. inevitably insensitive to complex institutional 
environments." The first problem can be overcome by 
obtaining agreement in advance between state and insti- 
tutional officials on the concepts and purposes of the 
audit and by a full debate on reports before executive 
and legislative action on their recommendations. In 
this way forTTi^l as well as informal rebuttals can, be 
obtained. ' The second problem is not easily resplved. , 
State officials find it dLfeficult to avoid taking direct 
action on important issues; after all, their piirpose in 
obtaining the information is to induce reform. They^are 
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very likely to discount the value of the consensus- 
building management techniques used in institutions. 
State officials focusing on a single issue^ will not 
perceive the conqplex relationships between prcjrams 
and functions, and institutional deliberation will 
seem' to be orchestrated obstructionism or incOrnpetence. 
To institutions, the concerns felt by state officials 
are interpreted as political intrusion and a lack of 
appreciation for academic norms and values. 

Management Audits. There were no separate manage- 
ment audit staffs in the 17 states in our study- Often, 
however, performance and fiscal audits both dealt with 
management considerations,,, frequently reaching conclusions 
based dn specific theories about the characteristics of- 
an effective management process. Often these theories 
conflicted with the management concepts traditional in 
higher education (Schmidtlein; 1974; University of 
Wisconsin, 1976). The California Department of Finance 
audit staff conducted a study of the Board of Governors 
of the community -r^Dllege system that exemplifies a manage- 
ment audit (State of California, 1973). 

Fiscal Audits 'Staffs. Fiscal audits directly affect 
the budget process in two ways. . First, auditors often 
uncover 'loose" fiscal and management practices. Budget 
analysts use these findings both to justify reducing the 
budget of an offending institution and to justify in- 
creases. If the audit report suggests that monies are 
'spent in unauthorized ways, budget cuts eliminate funds 

' for such activities, and in effect "send a tnessage" to 
the offender. However, if audit concerns qan be. traced 
to inadequate resources for proper managerial oversight, 

• a budget increase may be seen as the remedy. The ques- 
tion of whether to cut or increase seems to depend 
largely on analysts* evaluations. 

The second use of fiscal audits is to check enroll- 
ment data, credit hours, and other variables used in 
funding formulas and budget justifications. Florida 
and Texas, for example, reported this use of fiscal 



78 



y 2 



audits. Other states expressed concern over the accuracy 
of institutional submissions and were considering using 
audits in this way. - . 

.. Personnel Staffs. State personnel agencies are 
involved in budget formulation through their authority 
to classify and control positions and to set salary 
scales, as in Connecticut and Virginia, In recent years 
soiite states, such as California and Pennsylvani'h , have 
dielegated these responsibilities to their state . colleges. 

• Virginia's personnel agency was the most deeply in- 
volved in the budget process of any amohg the 17 states. 
Reported\y, central review of personnel actions was 
established in -Virginia as a result of the trans gr ess idns 
of an institution over fifty years ago. .During the late 
1940s the state agency establisjied salary scales for alL 
public institutions, but this was abandoned when it 
caused problems in recruiting faculty. The current 
system, which bases faculty salary scales on those of. 
peer institutions, is considered rather unsatisfactory 
by all interviewed, despite increasing technical assis- 
tance from the Council of Higher Education. The agency 
develops average salary figxires and delegates authority 
to institutions to set acjtual salaries, but the salaries 
in the aggregate cannot exceed the state-mandated average. 
The average salary of academic administrators cannot 
exceed 135 percent of that for faculty.^ \ 

The Virginia personnel agency is also the central 
repository for oil state enqployee records. Each insti- 
tution files a comprehensive personnel plan yearly as 
the basis for state' approval of its actions. This plan, 
and reports of personnel actions taicen in relation to 
it, provides the executive bijdget office with "a' window 
into what the institu-feions are'dping." Money for all 
salary increa'*es is appropriated through the state 
personnel agency to institutions as personnel actions 
. are approved. Salaries used to calculate th& amounts 
in appropriations acts cannot be changed Without the 
governor ' s approval . The executive budget office 
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reported that this sirstem provided data on institutional, 
operations that they could get in no other way and occa- 
sionally led to the discovery o£ nonbudgeted programs. 
Hovfever, those in higher education expressed a great 
dekl of irritation with the procedural costs, delays, 
and roadblocks affecting recruitment and flexible use 
of staff. . . , 

Collective Bargaining Staffs. In New York an 
exe ati-ve.branch staff affects budget formulation through 
its\ole in collective bargaining.. The state collective 
bargairiing unit serves as the university's agent in , 
•negotiations with both classified and academic employees. 
The process operates through a negotiating panel supported 
by technical committees made up primarily of university 
adndnistrative staff. The executive budget office has a 
representative on the panel who plays a critical role in 
deciding technical financial issues. The governor s 
office' maintains liaison with the panel on policy issues. 
The participants are sensitive to the mood of the legis- 
lature- but there is no formal legislative' representation 
oh the panel. Agreement on a salary increase through 
the -collective bargaining process is only the ff-^st _ ^ 
sf^p:' The money must still, be appropriated. Should 
this fail to happen, negotiations can'i^^ reopened How-^ 
"ever- an observer commented that 'adjournment creates ^ 
pressures for legislative concurrence. If an impasse is , 
Reached in negotiations ,' further' panel hearings ar^ held 
and a report is made to the governor. If this does not , 
. resuit in a solution,- a special legislative committee is 
then; appointed to make a final determination. ■ 

In New York the'^counties se^ the salaries for the 
community colleges, state official, there, and in 
Washington where salaries for two-year colleges are de- 
• terrAned lodally, are . concerned 1;hat the local bargaih- 
ing Units compete against one another, raising salaries. 
The state prov.-i.des the funds buf has no real influence 
overj the amounts . • ' . . ' / 

■ . . ^ Observers in New York ffelt that the state h^-^'^f i'^" 
tained differences in salary scales between the different 
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types of institutions, but that the unions were. pressing 
hard for equality. . Governor Rockefe,ller had a policy of 
national leadership for New York's support of higher 
education so the effect of union pressures on salary 
levels was hard to assess, 

■ Collective bargaining is a supplementary channel for 
budgetary "decisions. As such, it may represent a failure, 
in part, of the traditional bureaucratic channels to 
satisfy the demands of public enplpyees, an increasingly 
powerful political bloc. Through collective bargaining, 
state officials ar^ exposed to issues and people that- 
they would not encounter in tho traditional budgetary 
process. Issues are exposed in greater depth .in a shorter 
time than would otherwise be the case. 

The recent growth of collective bargaining raises 
tije question, whether trafditional budget processes can 
deal effectively with salary issues. Is collective 
bargaining, with its new participants cirid decision^ 
channels, a long-term corrective or merely a temporary 
solution for a more fundamental shortcoming? Is it a 
result of bureaucratic insensitivity and, ^rigidities or 
an outgrowth of the growing political p|^wer of pvjblic 
employees? This scudy did hpt deal with these' issues. 
However, collective bargaining does affect the extent 

-. to which state governments can alter higher e/iucation 
budgets. Any reduction of discretionary dollars 
(in Connecticut, for example/ personal services expense3 
of institutions for fiscal year .1972-1973 amounted to 
85.4 percent of total current expenses) will cause 
.'.ons'ideral^le irritation to state cials in a time 
of increasing costs and leveling enrollments. Negotiated 
salaries are likely to have an adverse effect on the 

^ resources ayailable for new programs cind nonsalary items.* 

Revenue and Demographic Projections Units. Al'l the 
states^-have one or more staffs that project revenues, 
and a number have staffs 'that develop demographic pro- . 
jectionsi Both activities have an important effect .on 
^higher ..education bu^^^geting. Revenue estimates determine 
essentially the outer limits of funds available for 
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legislative budget staff was relatively new but was be- 
ginning to perform in-depth analyses of selected budg- ■ 
etary issues. 

The main virtue of this pattern of budget review 
is that it avoids duplicate reviews. The state higher 
education agencies and legislative budget staffs in these 
two states limit their role to recommending general levels 
of support or performing selected budgetary analyses. The 
wealcnesses are two-fold: First, statewide higher educa- 
tion issues may fail to receive sufficient attention since 
the executive budget office must be concerned with all of 
state government; and second, the legislature, by not 
t thoroughly reviewing the budget , may fail to perform its 
checks and balance function. In Connecticut, the state 
higher education ageiicy presented the general budgetary 
needs of higher education but its general recomnjendations 
appeared to have limited impact on the executive and 
legislature. 

State higher education agency reviews with a primary 
en^hasis on detailed analyses of particular issues , such 
as in Washington, seemed to have greater iirpact than did 
conprehensive recommendations that lacked xn-depth analy- 
sis. When such an agency makes a general recommendation 
that is supported by less detailed analyses than those of 
the executive budt^et office, it is in a. sense substituting 
its political judgments on budget levels for those of the 
executive a^nd legislature. In such circumstances state 
higher education agency judgments seemed to carry little > 
weight. 

In Virginia, the state higher education agency pro- 
duced a great deal of information on issues relevant to 
budgeting, but was only begirnning to review institutionc^l 
budgets and analyze them for budgetary purposes. No 
agency at the state level represented higher education's 
interests during the budget process. The executive budget 
' office and legislative bud at. staffs were concerned 
primarily with reducing budget requests and lacked time. 



and often the specialized talent, to examine thoroughly 
higher education issues. The institutions were able to 
make their case directly to the executive budget office, 
eliminating proble;ms of translation, but there was no 
specialized overall assessment of higher education. The 
interests of higher education conceivably could suffer 
in contention with other progrcuns that had state-level 
advocates. ^ . 

" 'The legislative budget staff . in Connecticut was 
relatively new and analyzed selected budgetary decisions. 
As one executive budget official, concerned about the 
growing legislative role, put it, "they are skimming the 
cream off of our analyses," Yet this appears to be pre- 
cisely the way a legislative budget staff can evoid the 
costs of a con^rehensive, in-depth budget review and 
still perform its function of queetioning the assun^^tions 
values.r and Jf acts in executive reccrrmendations. Virginia 
w^as just beginning to develop legislative budget staff. 
For years it had been a "one-party*" state an^ relied on 
executive budget office staff for analyses. This lar c . 
of legislative budget staff undoubtedly limited effective 
legislature questioning of executive prt)posals. 

These observations suggest that in states with coor- 
dinating state higher education agencies, euid with axecu- 
tive budget offices that perform compi:ehensive in-depth 
reviews of budgets, an effective statewide review of 
. higher education budgets can' be achieved best through 
assessing budgetary conformance with plans cuid selective 
reviews of important budgetary issues. Where state 
higher education agencies have no role in budgeting a 
specialized state-level perspective on higher education 
issues is missing. Sucht,an agency that engages in a 
con^rehensive but general budget review is not taken 
seriously. If state higher education agency reviews are 
comprehensive and in-depth, they are costly in terms of 
staff requirements and the workload placed on institu- 
tions. These, cost^ are unjustifiable to tfie extent that 
they duplicate rather than expand the executive budget 
office review. 



Comprehensive, In-Depth Review Performed Only by 
the Legislative Budget Staff 

In three states, Colorado, Pennsylvania, and Texas, 
the legislative budget staffs performed the major com- 
prehensive, in-depth reviews of higher education budgets. 
There were significant differences eunong these states: 
Colorado had a joint legislative budget committee with' 
joint .staff? Pennsylvania had both a majority and minority 
party ^staff assigned to the appropriations ^committee of 
each house; and Texas had a joint legislative budget 
board. 

The nature of the state higher education agencies 
and their budgetary role also varied greatly. In Colorado 
the agency attempted tb make a comprehensive, in-depth 
r^iew of institutional budgets, but its review lacked 
the- influence of that of the legislature. The Pennsylvsmia 
Agency was a division of the State Department of fiducation, 
with direct, budgetary responsibility for the "state-ownecl" 
colleges but. a more advisory role with respect to the 
"state-related" universities. Its departmental status 
appeared to rfestrict its role somewhat because of inflexi- . 
bilities in the state's civil service system. A state 
higher education agency requires highly competent pro- 
fessional staff and to obtain them has to compete in the 
national academic marketplace , not the state public admini- 
stration marketplace. Top academic salaries typically 
exceed those in state government. Also state rulers on 
appointment, transfers, £md dismissals .sometimes are more 
inflexible than those in academia. 

A further factor affecting the Pennsylvania agency 
was the, timing of its budget recommendations." At the 
time of our' interviews, the agency's recommendations 
reached the executive budget office after it was well into 
its decision process. This situation was being reinedied 
but illustrates a general issue. . ^To produce coinprehen- 
sive, in-depth budget ismalyses state higher education 
agencies have to begin their reviews very early, as much 



for lead time creates problems because revenue and enroll- 
ment projections, amoi>g other things, change over time 
and early recommendations require updating, tending to 
confuse budget reviews as coii5)arisons and analyses must 
then also be updated and earlier conclusions modified. 

In Texas, the state higher education agency was in- 
volved in budgeting primarily through its role in desig- 
nating formulas, Formula factors were checked and the 
agency worked closely with the legislative budget board. 
The formulas were established with an eye both on how 
much money they would generate and on revenue prospects. 
The agency also marde amalysfes of issues bearing on budg- 
etary decisions. The executive budget offices in Colorsido 
.cmd' Pennsylvania both attenpted to make fairly conpre- 
hensive, in-depth reviews of budgets but, we^re hampered 
by traditions of legislative dominance and by lack of 
^ staff.. * X 

. ■' . \ ■ ^■ 

There are several' potential weaknesses in a legis- 
latively dominated budget process. First, even with a 
well-staffed, nonpartisan legislative budget ageaicy, as 
in Texas, legislatures are not likely to base their 
deliberations on as comprehensive and coher^^nt a state 
budget plan as one developed by the executive. Legis- , 
latures reflect an amalgam of conflicting regional ' ^ 
-interests, which are apt to bias^the development of \ 
initial staff budget recommendations because staff are 
directly responsible to powerful legislators. The role 
of a legislature, of course;, is to introduce regional 
and partisan concerhs' into the budgetary debate . The 
central, issue is not whether legislatures should 
vigorously engage in partisan analyses ^of budgets, but 
rather whether they can perform this function more 
effectively with a comprehensive plap^fbr. state expendi- 
tures before them developed by an executive with a state- 
wide constituency. 

A second potential, weakness in a legislatively 
dominated budget process is the possibility that techni- 



considered during the budgetary process J Technical issues 
have to do with the feasibility of courses of actions, 
their costs, and their consequences, political decisions 
concern the desirability of particular courses of actions 
in terms of benefits and the appropriate distribution of 
these benefits. Theoretically at least, the capacity- of 
institutions to accomiRodate students, the consequences of 
faculty-student ratios, and the demand for various progrcuns 
.are technical issues and can be determined on the basis of 
empirical evidence. However, once the technical issues 
are defined, questions are decided on the basis of poli- 
tical values such ar. trade-offs between educational quality 
and levels of participation, the emphasis on liberal arts 
in contrast to vocational programs, and the distribution 
of student aid- among various populations. -Political and 
technical decisions ar^ not always made in the same krenas. 
The sources of information and patterns of contacts differ 
among the participants in the budget proqess. Normally 
political" of ficials listen more closely .,tp their constit- 
uents and influential individuals when making political 
judgments than the advice of their technical budget staffs. 
Often, however, technical considerations determine politi- 
cal decisions just as political considerations ' are in^lied 
in many ostensibly technical decisions. 

^^ The distinction between questions of fact, resting 
on technical analysis, and questions of values, requiring 
political judgment, was unclear to many participants in ^ 
the budget process. Part of the search for new: systems 
of budget formulation and new analytic techniques appeared 
predicated on an assumption that a means could.be found to 
make "objective" decisions on budgetary issues, , thus re- 
moving or reducing conflict. However, the accumulation of 
factual knowledge, through, sophisticated analysis, often c 
increases: the clarity of basic conflicts over values and 
self-interests^ The result may be more agreement on 
facts but greater conflict because of a clearer perception 
of ^fiindamental value differences. 



ing technical issues in legislatxxres without -weakening 
their essential political role. In Colorado, Pennsylvania, 
and Texas, there was evidence that political decisionmaking 
should be augmented by greater development and dissemina- 
tion of data on the feasibility and consequences of actions 

A third potential problem with the organizational 
patterns in these states results from the institution's 
lack of opportunity to appeal legislative budgetary de- 
cisions — a problem of "due process." When the state 
higher education agency or the executive budget office 
makes the most comprehensive, in-depth analysis of budgets, 
the legislature can act freely as a court of appeal for 
institutions; it has no pride of authorship. However, 
when legislative staff perform the single major higher 
education budget review, the only remaining means for 
redress is to persuade the governor to exercise his veto — 
a politically costly and indiscriminate way to deal vjith 
what iijay be a limited concer;i. ^ 

Comprehensive f In^Depth Review Performed Only by 
the State Higher .Education Agency 

^In-^four states,'' Flor.\daV Illinois, ^nsas, and 
Tennessee, the_ state higher education agencies performed 
the primary conprehensive , in-depth- review of higher. ed- 
ucation budgets. Florida' s agency was a powerful state- 
wide governing board that p^epared^a^ consolidated budget 
leased on. data supplied by the institutions. " Campus Jtotals 
\tfere, not^presented -for the four-year institutions. The^^ - 
Kansas agency Wjas also a statewide governing board but 
did not possess as much influence over institutions as 

Florida's. The Kansas 'agency recommended an aggregated 

budget fot the four-year institutions', showing the 
.amount recommended for each campus, and statewide totals. 
Th6 Illinois and Tennessee agencies were coordinating 
boards that 'prepare aggregated statewide higher educa- 
tion budaets. 



portion of thk review function to preserve traditional 
values of academic autonomy. Executive budget office 
reviews in these states were primarily concerned with 
•checking the validity of , formula factors^ exploring 
issues of interest to the governors, and" ensuring that 
higher education recommendations did not exceed allocated 
revenues. 

The legislative budget staffs varied considerably 
among, the foiq: states. In Florida and Illinpis both 
houses had budget staffs assigned to the appropriations 
committees However, in Illinois these staffs were 
further divided 'by party. " Kansas axid Tennessee lacked 
legislative budget staffs. In the past they relied on 
executive budget office staff to assist the legislature 
or, in the case of Tennessee', on ten5)orary staff appoint- 
ments. 

The' primary virtue of thi? pattern of budgetary 
orgcinization is; its potential fot* a more sehsfitive and v 
substantive review of higher education' budgets by a 

.specialized agency. Higher education budgets are also 
somewhat, removed from partisein political considerations, 
thus preserving autonomy. , Also, by providing a state 
higher education agency with strong budgetary authority, 
it^ ability is increased to reconcile state-level higher- 
education concerns with those of institutions. State 
higher education agency pleuining can be d inked to opera- 
tional decisions, making plans more realistic and aiding 

. in their* implementation . 

A major weeikness is the difficulty this organiza- 
tional pattern poses for reconciling higher education's' 
partiscin interests with broader statewide concerns for 
resource allocation. The executive budget offices and/ 
legislative budget 'staffs must reconcile the aunounts 
requested by higher education with their political 
judgments on the j^riority of higher education and 



tive budget staffs. To mainteiin this* pattern, therefore, 
reqiaires agency leadership that is tinusually sensitive 
to executive and legislative political considerations and 
state revenue prospects. Also, particularly in the case, 
of coordinating agency statefe, agency leadership must. take 
care to ensure that institutional expectations and state 
budgetary prospects are . congruent. Otherwise, ^s Meisinger 
(1976) notes; the resizlting tension is likely to result in 
a -leiisening of the agencies" budgetary influence. Conse- 
quently, this pattern of budgetary review has an inherent 
instability. 

Another problem associated with locating .the primary 
budgetary review in a state higher education agency' is - 
the possibility that budgeting will interfere with plan-' 
nxng.- Linking budgetary, authority and planning may lend 
realism ^d impdfct to the planning, but heavy involvement 
in daily ,^ hig^-pressure budget, tasks also may divert • 
agency attention from longer-range and more deliberative 
plaxming efforts. Furthermore, budgeting for public 
institutions may lead to agency partisanship for the 
public sector,' decreasing . its ability to maintain the . 
confidence of independent institutions and to engage 
them in cooperative planning. Of course, when the agency 
is a statewide governing board, its purview is "limited ' 
to public institutions and to ttiat extent its ability to 
plan comprehensively for postsecondary education is 
further reduced (Glenny et al., 1971>. - ^ 

■ -f 

Comprehensive , In-rDepth Reviews Performed Both by 

the Executive Budget Of f ice and the Legislative ' ' - 
Budget Staffs 

In five states/ CgiX if omia, .Michigan, Nebraska; New 
York, and , Washing con, both the executive budget office \ 
and the legislative bv-jet staff performed relatively 
comprehensive and ir- Jepth reviews of. higher education* 



'in each house. These staffs all had the governor's budget 
recommendations as a basis for their reviews and thus did 
not perform a comprehensive, in-depth ctnalysis of budgets 
in quite the same manner as the executive budget offices. 
They were freer to focus on particular issues/ but tended 
to (deal thoroughly with a broader range of issues than 
legislative budget staffs in states where the executive 
budget office or state higher education agency was clas- 
sified predomincmt . Among the five states, only in 
Michigan did the legislative budget staffs request a 
separate budget submission from the institutions on which 
to base their reviews, thus duplicating, to a greater 
extent, the character of the executive budget office role. 

With one exception, 'the sitate higher education agen- 
cies played no role — or a very ijriinor one — in the review, 
of higher education budgets in these states. In 
California, the agency Until recently had no role in 
budgeting beyond providing data on faculty salary con- 
siderations cmd commenting on general levels of support 
sought by institutions. The agency .is currently defining,., 
a larger budgetary role for itself. The Michigan agency 
iftade a brocid review of budget levels without going i,nto 
great' depth, and its recommendations were virtually 
ignored by the other atate-l€:vel agencies. Nebraska had 
no state higher education agency arid in New York the 
agency had no diVect role in budget review. Of the five, 
only the Washington agency had a substcmtial budge?tary 
role. ,This, however, consisted of analyzing issues that 
had budgetary implicatipns , not of making formal recom.- 
mendations. The quality and importance of this agency's 
studies were the source of its influence, not its, formal 
authority.. 

The strength of this pattern of budget review results 
from the thorough amalyses . that budgets receive from both 
an executive and legislative perspective cmd thfe bal- 



Unless con5)roinised, differing executive and legislative 
aiialytic requireroe-^ts can lead to extensive, uncoordinated 
requests for institutional data, or even separate budget 
submissions, as in Michigan- The time and resource costs 
of such duplication: for-^both_institutions and state agen- 
cies can be heavy. ^ similar problem, of. course, may 
occur jDetween the two houses of the legislature when both . 
houses have strong legislative budget staffs and committee 
chairmen with differing views, as happened in Washington 
at the . time of our review. A relatively new cbairxnam of 
the house appropriations, committee differed with the senate 
chairm£Ui over both budget review processes and substcintive 
policies. -The traditional conference committee mechcinism 
for resolving the differences between the two houses -proved 
inadequate to solve the conflict. 

A further weaJcness is the possibility that a special- 
ized state-level higher education perspective will" not be 
brought to bear on budget issues. Only Washington's 
higher education 'agency performed a very substcintial re- 
view of issues related to higher education budgeting • In 
California ^the director of the State .Department of Fincince 
served as the higher education spokesman in the' governor' s 
cabinet? as noted earlier, this' situation p'laced hiifi in 
a. conflict of intereist.. 

9 . , . . ■ .* 

When state higher education, agencies do not thorou^ly 
review budget submissions and make comprehensive, detailed 
recommendations or competent studies of important, issues, 
these tasks are left to other state agencies, which 'tlo not 
have the time or resources to engage in regular statewide' 
higher education planning, nor can they carefully relate 
these plans to budgetary i^ssues. Moreover , often th^y do 
not have the professionally trained staff to deal satis- 
faptorily with substantive higher education issues. In 
these circumstances, decisions on budgetary allocations 
have to be based more .on the general value of higher ed- 



Consequently, staffs of performcince auditors have been 
established in 14 of the 17 states and in nine statds are 
carrying out substcuitive studies , of higher education. 
The appropriations committees of the-- legislature also 
cure adding Staff or plan to do so shortly. Given. these 
trends, institutions aire imlikely to receive lun^-sum 
allocations based only on a .general^ C^bh'sideratidn of 
the merits of higher education and funds avail£±>le. The 
choice facing institutions is whether their budgets will 
be reviewed by an agency knowledgeadDle and sensitive fto 
the values they hold and the*complexities they face, lor 
only by state agencies with many other responsibilities, 
including a primary concern for reducing budget requests 
to fit them. within revenues. "The growth of performance 
audit staffs may partly be in response to the past in- 
adequacy of. policy issue reviews by state higher educa- 
tion-agencies. Most programs, sjach as health and welfare, 
have a state-level agency serving as their proponents in 
/^the qapitol. higher education may be well advised tp 
have its own representative, with a statewide perspective, 
ett.the governor's and legislature's bairgaining tablets. , 

To be effective, state higher education agencies do 
not have to make con^jrehensive in-depth r,eviews that- 
duplicate, to some extent, those of other state-level 
agencies. The Washington agency is instructive in this 
regard. Agencies can be influential' when they limi/t 
thc-xr role to studies ^d analyses pf .i^udgetary issues, 
and in fact they are highly unlikely to be given authority 
for comprehensive^ in-depth reviews of budgets when other ' 
state agencies are already performing this task. In 
these five states, all with coordinating agencies, re- 
stricting the state higher education agency role to an . 
in-depth analysis of issues avoids costly . duplication i 
States that currently have coordinating boards should 
weigh carefully the costs of budqet review duplication 



Comprehensive f In~D"&pth Reviews Per formed B6,th hy^^ 
. the Legislative Budget Staffs and the State 
, ^ Higher Education Agency ' , 

In Mississippi, the state higher education agency 
and the legislative budget staff conducted coitiprehensive, 
in-depth reviews of higher education budgets. (There is 
no. executive budget office in Mississippi. ) The state ^ 
higher education agency reviewed and recoininendeci budgets 
that were" fiirther reviewed by the legislative budget 
staff ojid enacted by the legislature. Institutional ' 
operating budgets, based on appropriations, were then 
reviewed further in detail by the state higher educatio^i 
agency in order to allocate f lands among the institutions. 
Toilsome extent the budget process ih Mississippi was '-t^ey, 
reverse of that. in the other liS states: The state-level 
reviews leading to appropriations were somewhat less 
detailed thaih in the other states, and the major in- 
' depth review occurred after legislative enactment of the 
budget, bill.. , . . ' ^ 

^ . ! From the viewpoint of the institutions, this pattern 
eliminated the cpsts and uncertainty of an executive 
budget piif ice review.. The luntp-sxom appropriation by the 
legislature provided the state higher education agency 
with consider^le^.flexibility tp allocate budgets^ among 
the institutiqns on the basis of .current operating 
requirements. ' '/ 

-The major potential shortcoming of this pattern vds 
the Scime as that for pattetn two: the absence df a 
statewide executive persjpective, necessary to offset the 
tendency of legislative bod!ies toward fragmented policy- 
making. " The ciurabilit;^' of the Mississippi pattern- is' 



Comprehensive, In~Depth Reviews Performed, by the 
Executive Budget Office, the Legislative Budget 
Staffs, and the State Higher Education Agency 

. In two states, Hawaii and Wisconsin, all three 
agencies were involved in s,tate-level reviews of higher 
education budgets of considerable depth and comprehen- 
siveness. Both states have strong executive budget 
^offices and legislative budget staffs, although Hawaii's 
legislative staff is more transitory. The state higher 
education agencies in both states were statewide govern- 
ing boards engaged in very detailed analyses of budgets 
and highly influential in their dealings with cainpuses. 

The major advantage was the baleince achieved among 
the perspectives and interests of the three agencies. 
The major shortcoming was the cost of maintaining this 
extensive review process together with the possibilities 
for agency duplication and overlapping efforts. The 
costs of a review process have to be balanced against 
its benefits. In these states a legitimate question can 
be raised as to whether the essential checks and. balances 
functions of the agencies could be maintained without 
all having such an extensive role in budget review. 



.concern over the effectiveness of these agencies or over 
the 'igrowing duplication in state-level reviews of higher 
education budgejis. • 

The trend toward strong executive' budget staffs 
does not appear likely to end before all states have 
such an agency. A phenomenal increase is also taking 
place in the number of budget review staff employed by 
legislatures and In the. number of performance audit 
staff, which are engaged in special studies and increas- 
ingly comprehensivie reviews of budgets. The overlap in 
functions is growing curvong these four types of agencies, 
placing an increasingly heavy and expensive burden of 
reporting on institutions. There is some question as 
to whether the benefits of these many levels of compre- 
hensive, in-depth review outweigJ^ the costs, and a study 
is needed to excimind both. 

PATTERNS OF HIERARCHICAL ORGANIZATION OF 
THE BUDGET PROCESS 

Another dimension of the organization of /'CHe budget 
process is the number of organizational levels between 
the campuses, which initiate requests for funds, arid 



/ 

receiifa campus budgets ax^d often begin their reviews at 
the saine time that budgets are submitted to the other 
agencies. 

The organization of higher education above the C£unpus 
level provides only a clue to the location of budgetary 
decision, for- a multicampus system or state higher educa- 
tion agency may not review campus requests or -may not make 
a recommendation. The depth and breadth of reviews at 
ectch level can vary greatly. Additionally, recommenda- 
tions from the multicampus system and the state higher 
education agency to executive budget offices and legisla- 
tive budget staffs may or may not be influential. Figure 5 
shows the hierarchical patterns of budget review in the 
17 states. The diagrams are somewhat misleading, since 
they do not indicate the degree to which state-level 
agency reviews may take place simultaneously. 

Some indicators of where budgetary decisions are 
made are the number and location of budget reviews auid 
the location of major budget reviews. An assessment of 
these indicators is complicated b^/ the numbers of campuses 
in different states. The problems of budgetary coordina- 
tion in Texas, with 40 four-year and upper division can^ 
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tmtion is even more conplex In the leglsla- 
staff reviews and connnittee reviews can fie 

r jointly or by either house. Occasionally, 

ees concerned with substsuntive educational 
also become involved in reviews of budgetary 

in Tennessee. 

study only staff vere interviewed — not 
Igures such as board niembers, governors, or 
. Therefore, only staff budget reviews by 
irimcory state-level budget agencies i together 
:amp\is reviews, are listed in assessing de- 
ition and review process redundeincy. Table 12 
Lumber of staff reviews of budgets in each of 
:e5. This table includes all reviews that 
lormal budget recommendations, whether the 
:e comprehensive or .not. The one exception 
.ew of the Michigsm state higher education 
rery minor review that was virtually ignored 
lies and was for that reason not included. 

imber of staff budget reviews varied from one 
I to five in Illinois, Pennsylvania, and • 
ThAiQA nnmhprc: Arp c:amewhat misleadina however 
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We observed six hierarchical patterns of budget 
view among the 17 states: 

• , Budgets are reviewed by executive budget c 
and legislative budget staffs (three states). 

• Some budgets are reviewed only by executi\ 
budget offices and legislative budget staff, 
others are reviewed, in addition, by a multic 
systems headquarters (one state) . 

• Budgets are- reviewed by a multicampus syst 
headquarters and by executive budget office a 
legislative biudget staffs . (three states) . 

• Budgets are reviewed by a state higher edu 
tion agency and by executit^e budget office an 
legislative budget staffs (five states). 

• Some budgets are reviewed only by a state 
higher education agency and by an executive b 
office and leaislative budaet staff. whiiA nt 



Table .13 



NUMBER AND LOCATION OF REVIEWS OF CAMPUS BUDGETS 
PRIOR TO EXECUTIVE BUDGET OFFICE AND 
LEGISLATIVE BUDGET STAFF REVIEWS 



Number and location 
of reviews 



States 



Total 

number 

of 

states 



None for all campuses 



One by* multicampus system 
for some campuses, none 
for others 

One by multiceimpus system- 
for all campuses 



Michigan 
Virginia 
Washington 

Texas ' 



California 
Nebraska 
New York 



In Texas some campuses were par 
systems (e*g* / the University of Te:< 
other campuses submitted tWir budge 
executive' budget office eind legislat 
ThuS/ some campus budgets received a 
view while others did not- 

^ In three states (California, Ne 
all campus, budgets were reviewed by 
headquarters prior to their review t 
budget office and the legislative bu 
did not have a state higher educatic 
other .states these agencies did not 
reviews, , 

Five states (Florida, Hawaii, Y 
and Wisconsin,) had statewide governi 
viewed all campus budgets. These be 
a single multicampus system for the 
boards may have grouped the campuses 



! part, of multifcampus 
: Texas caii\puses) , while 
mdgets directly to the 
.slative budget staff. . 
^ed an intermediate re- 



I, Nebraska, anc^ New York) 
I by multicampus systems 
.ew by the executive 
re budget staff. Nebraska 
:ation agency and in the 
not conduct major budget 



Li, Kansas, Mississippi, > 
^erning boards that re- 
5e boards were, in effect, 
the entire state. These 
;>uses into functional 



•'**"*^^'-***jr f-.v/o^cv*uo ciic . i.-uxiyi:uent. Lrcnerwise, Meismger 
(1976) notes; the resulting tension is likely to result in 
a-lei5sening of the agencies' budgetary influence. Conse- 
quently, this pattern of budgetary review has an inherent 
instability. 

■ - . . »' 

Another problem associated with locating. the primary 
budgetary review in a state higher education agency' is - 
the possibility that budgeting will interfere with plan-' 
ning.^ Linking budgetary, authority and planning may lend 
realism ^d imp^&t to the planning, but heavy involvement 
in daily / hig^i-pressxire budget tasks also may divert 
agency attention from longer-range and more deliberative 
planning efforts. Furthermore, budgeting for public 
institutions may lead to agency partisanship for the : 
public sector, decreasing. its ability to maintain the . 
confidence of independent institutions and to engage 
them in cooperative planning. Of course, .when the agency 
is a statewide governing board, its purview is "limited ' 
to public institutions and to that extent its ability to 
plan comprehensively for postsecondary education is 
fxirther reduced (Glenny et al,, 1971>, - ^ 

■ -f 

Comprehensive r In-Depth Reviews Performed Both by 

the Executive Budget Of f ice and the Legislative ' ' ; 
Budget Staffs 

In five states, C&X if omia,. Michigan, Nebraska, New 
York, an^d Washington, both the executive budget office " 
and the legislative bvljet staff performed relatively 
comprehensive and ir- Jepth reviews of. higher education^ 
budgets. Caii'fornl.. and Nebraska had one legislative 
budget staff:, a joint staiff serving both houses in 
California and one staff serving the unicatr^ral legis- 
latxire in Nebraska. The rem:\ining three states h<*c!5 a 
strong staff assigned to the appropriations committees 
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legislative budget staffs in states where the executive 
budget office or state higher education agency was clas- 
sified predomincmt. Among the five states, only in 
Michigein did the legislative budget staffs request a 
separate budget submission from the institutions on which 
to base their reviews, thus duplicating, to a greater ' 
extent, the character of the executive budget office role.^ 

With one exception, 'the sitate. higher education agen- 
cies played no role — or a very i^iinor bne — in the . review, 
of higher education budgets in these states- In 
California, the agency until recently had no role in 
budgeting beyond providing data on faculty salary con- 
siderations cind comme'nting on general levels of support 
sought by institutions. The agency .is currently defining,., 
a larger budgetary role for itself. The Michigan agency 
iftade a broad review of budget levels without going i,nto 
great' depth, and its recommendations were virtually 
ignored- by the other state-l€.vel agencies- Nebraska had 
no state higher education agency arid in New York the 
agency had no diVect role in budget review- Of the five, 
only the Washington agency hiad a substantial budge'tary 
role- ,This, however, consisted of analyzing issues that 
had budgetary in^lications , not of making formal recom.*- 
mendations- The quality and importance of this agency's 
studies were the source of its influence, not its, formal 
authority- 

The strength of this pattern of .budget review results 
from the thorough cihalyses. that budgets receive from both 
cm executive and legislative perspective and th6 bal- 
cuicing of both perspectives- However, unless close 
cooperation exis<ts between the executive and legislative 
bremches there is f)otentiaLl for unnecessary. .duplication - 
• Legislative efforts may serve not to review executive^ 
recommendations but merely to duplicate executive analyses 
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cies can oe neavy. ^ sinaxar prooxem, or course, may 
occur jDetweeh the two houses of the legislature when both . 
houses have strong legislative budget staffs and coinmittee 
chairmen with differing views, as happened in Washington 
at the time of our review. A relatively new chairmein of 
the house appropriations committee differed with the senate 
chairman over both budget review processes^ and substemtive 
policies. -The traditional conference comoniittee mechanism 
for resolving the differences between the two houses -proved 
inadequate to solve the conflict- 
^. ■> 

A further weakness is the possibility that a special- 
ized state-level higher education perspective will" not be 
brought to bear on budget issues. Only Washington's 
Tiigher education 'agency performed a very substemtial re- 
view of issues related to higher education budgeting. In 
California ^the director of the State .Department of Finance 
served as the higher education spokesman in the' governor's 
cabinet; as noted earlier, this* situation p'laced hiifi in 
a. conflict of intereist-. 

When state higher education, agencies do not thorou^ly 
review budget submissions and make comprehensive, detailed . 
recommendations or competent studies of important^ issues, 
these tasks are left to other state agencies, which ♦'do not 
have the time or resources to engage in regular statewide' 
higher education planning, nor can they carefully relate 
these plans to budgetary i^ssues. Moreover, oi ft en th^y do 
not have the professionally trained staff to dieal satis- 
factorily with substantive higher education issues. In 
these circumstances, decisions on budgetary allocations, 
have to be based more on the general value of higher ed- 
ucation to society and levels of support feasible Within 
revenue constraints, and less on detailed knowledge of 
the efficiency and quality of educational programs. ^ The 
executive and legislative branches, however, are not\ 
willing to accept on faith 'unexamined budgets requests. . 
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cire adding Staff or plan to do so shortly. Given. these 
trends, institutions cire imlikely to receive lun^-sum 
allocations based only on a .generial^c^bhsideratidn of 
±he merits of higher education and funds available. The 
choice facing institutions is whether their budgets will 
be reviewed by an agency knowledgeable and sensitive |to 
the values they hold and the^complexities they face, lor 
only by state agencies with many other responsibilities, 
including a primiary concern for reducing budget requests 
to fit them, within revenues. "The growth of performance 
audit staffs may partly be in response to the past in- 
adequacy of. policy issue reviews by state higher educa- 
tion-agencies. Most programs, sjuch as health and welftire, 
have a state-level agency serving as their proponent^ in 
/^the qapitol. higher education may be well advised tp 
have Its own representative, with a statewide perspective, 
ett the governor's and legislature's bcirgaining tables. , 

^ . ■ ■ 

To be effective, state higher education agencies do 
not have to make comprehensive in-depth r,eviews that- 
duplicate, to some' extent, those of other state-level 
agencies. The Washington agency is instructive in, this 
regard. Agencies can be influential' when they limiit 
thc-xr role to studies ^d analyses of .budgetary issues, 
and in fact they are highly unlikely to be given authority 
for comprehensive, in-depth reviews of budgets when other ' 
state agencies are already performing this task. In 
these five states, all with coordinating agencies, re- 
stricting the state higher education agency role to an . 
in-depth smalysis of issues avoids costly, duplication i 
States that currently have coordinating boards should 
weigh carefully the costs of budget review duplication 
whei considering the value of establishing a statewide 
governing board for public higher education. ■ 
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In Mississippi, the state higher education agency 
and the legislative budget staff conducted cowprehensive , 
in-depth reviews of higher education budgets. (There is 
no. executive budget office in Mississippi.) ,The state ^ 
higher education agency reviewed and reconnnendeci budgets 
that were" fxirther reviewed by the legislative budget 
staff ojid enacted by the legislatxire. Institutional ' ' 
operating budgets, based on appropriations, were then 
reviewed further in detail by the state higher educatiojn 
agency in order to allocate ftands among the institutions. 
Toilsome extent the budget process ih Mississippi was -t^e^ 
reverse of that. in the other 1(6 states: The state- level 
reviews leading to appropriations were somewhat less 
detailed thah in the other states, and the major in- 
'depth review occuaJxed after legislative enactment of the 
budget, bill.;. . . ' v 

^! From the viewpoint of the institutions, this pattern 
eliminated the costs and uncertainty of an executive 
budget , office review.,- The lump-stun appropriation by the 
legislature provided the state higher education agency 
with consider^le ^.flexibility to allocate, budgets aitong 
the institutlqns on the basis of .current pperating 
requirements. 

oThe major potential shortcoming of this pattern was 
the same as that for pattern two: the absence df a 
statewide executive perspective, necessary to offset the 
tendency of legislative bod!ies toward fragmented policy- 
making, " The ciurabilit;^' of the Mississippi pattern- is' 
probably ,,a result of a history of single party control 
in which the governor and the legislatur'e generally 
^ worked in greater harmony than is tyjpical in states where 
party control 'shifts frequently. ' 



Comprehensive, In-Depth Reviews Performed, by the * 
Executive Budgret Office, the Legislative Budget 
Staffs, and the State Higher Education Agency 

. In two states, Hawaii and Wiisconsin, all three 
agencies were involved in s,tate-level reviews of hiigher 
education budgets of considerable depth and cpntprehen- 
siveness. Both states have strong executive budget 
ooffices and legislative budget staff Sr although Hawaii's 
legislative staff is more transitory. The state higher 
education agencies in both states were stajiewide govern-r 
ing boards engaged in very detailed analyses of budgets 
and highly influential in their dealings with cainpuses. 

The roajor advantage was the balemce achieved cunong 
the perspectives and interests of the three agencies. 
The major shortcoming was the cost of maintaining this 
extensive review process together with the possibilities 
for agency duplication and overlapping efforts. The 
costs of a review process have to be balanced against 
its benefits. In these states a 1 estimate question can 
be raised as to whether the essential checks and ^balances 
functions of the agencies could be maintained without 
all having such an., extensive role in budget review. 

There appears t:o be a growing trend toward this 
pattern of organization. .In addition to Wiscohsin^ 
statewide higher education governing boards recently 
have been established- in North Carolina (1972), Louisiana 
(1975) , Rhode Islag^d (1969) , and Utah (1969) (Millard, 
1976). A number of other states have had proposals 
before them. to establish such boards. ' While Millard does 
not see the recent formation: of statewide governing^* 
boards as a future trend, he notes that of the 20 states 
who have taken legislative or constitutional action to 
modify their existing structures, all actions except 
one — South Carolina — have strengthened rather than . 
weakened state higher education agencies (Millard.r. 11976, 
p. 18). Since he made this observation,, budget actions 
were. taken by Alabama and Colorado to weaken their state 
"higher eduqation agencies. This may be the result of 
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^concern over the effectiveness of these agencies or over 
the 'growing duplication in state-level reviews of higher 
education budgejts . ' ' 

• The trend toward strong executive budget staffs 
does not appear likely to end before all states have 
such an agency. A phenomenal increase is also taking 
place in the number of budget review staff employed by 
legislatures and 'in the, number of performance audit 
staff, which are engaged in special studies emd increas- 
ingly comprehensive reviews of budgets. The overlap in 
functions is growing among these four types of agencies, 
placing an increasingly heavy and expensive burden of 
reporting on institutions. There is some question as 
to whether the benefits of these many levels of compre- 
hensive, in-depth review outweigl^ the costs, and a study 
is needed to examine both. 

PATTERNS OF /HIERARCHICAL ORGANIZATION OF ' " 
THE BUDGET PROCESS / . 

Another dimension of the organization pf/^e budget 
process is the number of organizational levels bety^een 
the campuses, which initiate requests for funds, and 
the legislature, which makes final budgetary decisions. 
The number of -such intermediate levels (multicampus 
system headquarters, statewide higher, education agencies 
and executive budget offices) determines the potential 
for locating or reviewing decisions at ' various levels 
above that of the' campus. The number algo determines 
the redundancy, or layering, of the review process.* In 
some states campuses deal directly with executive budget 
offices and legislative budget staffs on budgetary 
matters. In others, budget requests may be reviewed, 
by multicampus systems or state higher education agen- 
cies, or both, befoi^e they are presented to state 
government. State higher education agencies and execu- 
tive budget offices may review campus budgets simul- 
taneously, usually, with tlie higher education agency 
making a recommendation before completion of the" execu- 
tive review^- Legislative budget staffs increasingly 
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recei]^ campus budgets ai>d often begin their reviews at 
,the sahve time that budgets are submitted to the other 
agencies. 

^ The organization of higher education above the campus 
level provides only a clue to this location of budgetary 
decision, for a multicampus system or state higher educa- . 
tion agency may not review Ccutqpus requests or- may not make 
a recommendation. The depth and breadth of reviews at 
each level can vary greatly. Additionally, recommenda-. 
tions from the multiceutqpus system and the state higher 
education agency, to executive budget o^f fices and legisla- 
tive budget staffs ,may or may not be influential. Figure 5 
shows the hierarchical patterns of budget review in the 
17 states. The diagrams are somewhat misleading, since 
they do not indicate the degree to which state-level 
agency reviews may take plage simultaneously. 

Some indicators of where budgetary decisions are 
made are the number and location of budget reviews and 
the location of major budget reviews. An assessment of 
these indicators is conplicated by the n mibers of campuses 
in different states. The problems pf budgetary coordina- 
tion in Texas, with 40 four-^year and upper divisio^i cait- 
puses, are different than in Hawaii, where there are only 
two. There are also mAny types of decisions., and paj?- 
ticiilar kinds of decisi .s may be located at diffete^it 
IjBvels for different se^iUent^" of higher education in a 
) single state. Decisions are made in ways"*'that create 
difficulties in pinpoir.t x ng their origin. 
\. , <■ ^ ■ ■ • 

Number and Location of Sta 'f Budget Reviews 

Budget reviews can take place at more than one loca- . . 
tion at a particular level. In state higher education 
agencies both the staff eind the board can examine, budgets 
and make recbmiriendations that. go into varying degrees of - 
" detail, each" generatin^g work for the caunpuses by their 
inquiries and hearings. Similarly, the staff of the execu 
tive budget office, the governor, and his immediate staff 
all can make inquiries and hold meetings and hearings on. 
budgets. . 
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PATTERNS OF HIERARCHICAL ORGANIZATION OF THE BUDGET PROCESS 
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* Mississippi does not have an executive budget office 1 
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The sitiiation is even more complex in the legisla- 
tiire. Both staff reviews and comndttee reviews can Be 
held, either jointly or by either house. Occasionally, 
thfe committees concerned with substantxye educational 
legislation also become involved in reviews of budgetary 
issues, as in Tennessee. 

In our study only staff were interviewed — not 
political figu^-es such as board ineiit>ers, governors, or 
legislators. Therefore, only staff, budget reviews by 
the three primary state-level budget agencies i together 
with multicampus reviews, are listed in assessing de- 
cision location and review process redundancy. Table 12 
lists the number of staff reviews of budgets in each of 
th6 17 states. This table includes all reviews that 
result in formal budget recommendations, whether the 
reviews were comprehensive or .not. The one exception 
is the review of the Michigan state higher education 
agency, a very minor review that was virtually ignored 
by all parties and was for that reason not included. 

' The number of staff budget reviews vjaried from one 
in Virginia to five in Illinois, Pennsylvania, and • 
Tennessee. These numbers are somewhat misleading however 
because state higher education agencies in some states, 
e.g.> Texas and Washington, examined budgetary issues 
and had a substantial impact on budgets even' though they 
did not make fotmal recommendations. Also, the extent 
of staff reviews in some agencies varied considerably. 
•For example, the executive budget .off ice review in - 
Jllinois was quite limited in scope 'and depth compared 
to .that.iiii most states. In Tennessee the^ education 
committees in each house, of the legislature examined ' 
higher education budgets in addition to the appropria- 
tions committees. In other state? the education com- 
mittees sometimes informally reviewed budgetary issues 
and 'legislators b,ften served on'both education and 
appropriation .committees. The practice of substantive ^ 
committee budget review is being promoted by some who. 
are studying the legislative process (Citizens 
Conference on State Legislatures, 1975) and may spread 
in the future. 
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Table 12 

• .LOCATION AND NUMBER OF STAFF REVIEWS OF C](MPUS BUDGETS 
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Total 




10 


16 ., 


'8 


8 


7 





♦Tennessee:-' The education committees of both houses also review higher education budgets, 
Had these reviews been considered "major staff reviews" there would have been seven 
reviews in Tennessee. , ■ " ' 



We observed six hierarchical patterns of budget re- 
view anong the 17 states: 

• Budgets are reviewed by executive budget office 
and legislative budget staffs (three states). 

• Some budgets are reviewed only by executive 
budget offices and legislative budget staff, while 
others are reviewed, in addition, by a multicainpus 
systems headquarters (one state). 

• Budgets are reviewed by a multicanpus system 
headquarters and by executive budget office eind 
legislative tiudget staff s . (three states). 

• Budgets are reviewed by ^a state higher educa- 
tion agency and by executi^^e budget office and 
legislative budget staffs (five states). 

• Some budgets are reviewed only by a state 
higher education agency and by an executive budget 
office and legislative budget staff, while others^ 
are reviewed, in addition, by a multi campus head- 
quarters (one state) . 

• Budgets are reviewed by a multicampus head- 
quarters, a state higher education agency, and 
by an executive budget office and legislative 
budget staff (four, states). 

Table 13 presents the number of staff reviews made of 
campus budgets in each of the 17 states-, before they are 
reviewed by executive budget office or legislative budget 
staff. 



In -three states (Micjiigan, Virginia, cind Washington) 
•caucus budgets were submitted directly to the executive 
budget of f ice- and legislative budget staffs for major 
reviews. These states did not have multicampus systems, 
as defined by Lee and Bowen (1971) , and the state higher 
education agencies did not engage in formal reviews., 
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Table .13 



NUMBER AND LOCATION OF REVIEWS OF CAMPUS BUDGETS 
PRIOR TO EXECUTIVE BUDGET OFFICE AND 
LEGISLATIVE BUDGET , STAFF REVIEWS 



Number and location 
of reviews 



States 



Total 

number' 

of 

states 



Npne for all campuses 



One by' multicampus system 
for some Ccunpuses, none 
for others 

One by multicampus system; 
for all campuses 

One by state higher educa- 
tion agency for all 
■•eSnpuses 



Two by the multicampus 
system "and state higher 
education "^agency for some 
campuses, but only one by 
-the state higher education 
agency for oth^r campuses 

Two~~by the multicampus 
system and the state 
. higher education agency 
^ for ,all campuses - 



Michigan 
Virginia 
Washington 

Texas 



California 
Nebraska 
New York 

Florida - 

Hawaii 

Kansas 

Mississippi 

Wisconsin 

Colorado 



Connecticut '. 
Illinois 
Pennsylvania 
Tennessee 



Souxce: Glenny et al . , 1975. 
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• In Texas some campuses . were part, of multifcampus 
systems (e.g. / the University of Texas can^puses) , while 
other campuses sulanitted their budgets^ directly to the 
executive budget office and legislative, budget staff. .. 
Thus , some - campus budgets received an int^medi^te re- 
view while others did not. 

^ In three states (California, Nebraska, an(^ New York) 
all campus ^budgets' were reviewed by multicampus systems 
headquarters prior to their review by the executive 
budget office and the legislative budget staff. Nebraska 
did not have a state higher education agency and in the 
other ^states these agencies did not conduct major budget 
reviews. . . " . ' - 

Five, states (Florida, Hawaii, Kansas, Mississippi , > 
and yJisconsinO had statewide governing boards that re- 
viewed all campus budgets. These boards were, in effect, 
a single multicampus system for the entire state. These 
boards may have grouped the campuses into functional 
divisions for internal purposes but there'-Vere no inter- 
mediate governing or budget review. organizations. 

In Colorado some campuses were part of a multicampus* 
system that reviewed budgets prior to submission to the 
state higher education agendy. Other campuses submitted 
their budgets directly to the agency for review. 

•In four states (Connecticut, Illinois, Pennsylvania> 
and Tennessee) campus budgets were reviewed both by 
multicampus headquarters and by the state higher educa- 
tion agency prior to review by the executive budget 
of f ice and legislative budget staffs." Three of these 
states had regulatory^ coordinating boards (in contrast 
to advisory) and one, Pennsylvania, had va" state depart- 
ment of education with regulatory powers, applicable 
particularly to the state colleges. The influence of 
multicampus systems reviews varied somewhat. On the 
whole, they tended to be more influential in states 
without a major s.tate higher education agency review. 
Whether this represented the political! ability of the 
multicamgus systems to' curtail state higher education, 
agency budget involvement or .a decision. to minimize . 

C ' . 
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redundancy was difficult to determine. California and 
New Yorky with their powerful multicampus systems, were 
the. only two states in which state higher education 
agencies exercisea no budgetary authority; although in 
Michigan and Virginia a number of factory have - succeeded ^ 
in the past in minimising the role of the state higher 
education agencies. Factors that ,a.f feet the influence 
of multicampus systems are discussed by Lee and Bowen 
(1971). , . 



Patterns^ of Budgetary Influence . ^ 

The 17 states contained several patterns of staff 
budgetary influence.^ These patterns of influence were 
not identical with allocations of statutory authority^ 
or any other single identified factor. A con5)lex com- 
posite of variables;, difficult to identify and weigh, 
appear to ^be responsible. for the variety. Some potential 
factors cure explored in Chapter 6 and in another volume 
by Glenny (1976) resulting from this study. Several 
intereiiting o^bs^srvations are reported below. " 

In none of the states, where the state higher educa- 
tion agencies were comppn^ts of departments of education 
were they one of the most .influential agencies.' In 
Pennsylvania the state higher education agency, in the 
state's Department of Education, had considerable ^budg- 
etary authority, particularly for the state colleges, 
but its recommendations were not especially influential 
in terms of either executive or legislative decisions. 
The Michigan and New Yo^^ .education agencies lacked 
significant budgetary authority^. 

In California influence was shared' liy the executive^, 
budget office and legislative budget staff. The state 
higher education agency had a minor budgetary role and. 
at the > time of ourNvisit the director of the Department 
.of Finance represented higher education in the governor's 
CcdDinet, which put hira\in the position of being responsible 
for maintaining the fiscal integrity of the state" while 
alsd serving as. the propohent of higher education in top 



policy coxincils. The budget for higher education grew 
-^substantially during the period that this arrangement 
was in effect so it cannot be ^proved, that the interests 
of higher .education were poorly represented. 

Nevertheless, such an arrangement potentially could 
disadvantage higher education in relation to o'Uier state 
prograuns. whose^ spokespersons art: uore highly placed. The 
chief budget officer of state government should not be 
placed in the conflicting roles of spending, critic and 
program advocate. Having- the director of the state 
higher ^education agency represent higher education in the 
state would have eliminated this conflict of interest 
atid strengthened the agency' s role in state- level coor- 
dination of higher education, but such a realignment of 
roles was not feasible with an iii5>otent state higher 
education agency and politically powerful institutions 
that preferred to deal directly with top state officials. 
Recognizing this situation, the legislature has recently 
sought to strengthen the role of the agency. The success 
of this legislation will depend on whether t\ie new statu- 
tory authority and leadership is sufficiently powerful to 
overcome political factors that crippled previous efforts, 
at state- level representation and coordination of higher 
education. . 

• . J. . 

In Colorado, Pennsylvania, and Texas the legislative 
budget agencies were the most influential state-level ^ ^ 
budget staffs. The executive budget offices had relatively 
small staffs and the institutions were highly influential 
compcired with the state higher education agency. There 
was some evidence that legislators made less use of the 
analyses and recommendatiions of the -various state-level 
staffs in comparison to other states. Regional economic . 
and political judgments appeared more frequently to 
outweigh technical educational judgments. The 2egisla- 
tures in. these states, with their sensitivity to insti- 
^"tutional concerns, reduced_the ability of the state 
higher education agencies to ensure state-level coor- 
dination of higher education. The dominance of *;a single 
legislative staff ^Iso permitted their assumptions and 
perspectives to dominate the design of the budget pro-, 
cess. In "Colorado it appeared that budgetary pxfocess 
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assun5>tions held by legislative staff were, not challenged 
effectively by v-hose in the other agencies who disagreed. 

^ In Mi chi gem. the executive budget of fice and the 
legislative budget staffs were both highly influential. . 
Wheii two (or all three) state-level agencies are power- 
ful the potential exists for a stalemate between them 
on budget process issues, which occxirred in Michigan 
over the design of budget guidelines to institutions:. | 
^ The executive budget office and legislative budget staffs^ 
''unable to agre^ on the contents" of the guidelines for 
submitting can^us budgets to the state agencies, desired 
their own, again increasing significantly the 'wbrkload of 
the' institutions. Typicall^ such iinpasses eure resolved 
by negotiations and compromises. Compromises are facili- 
tated by a high level of. trust and confpLdence among the " 
staffs of the three agenci'es, a quality not observed in 
Michigan. On the other hand, in Texas the state higher 
education agency, executive budget office, and legisla- 
tive budget staff ap^ared to work together so closely 
.that it was hot clear that they acted as effective checks 
and balahpes to each other. 

In Florida, Illinois, cind Tennessee the state higher 
education agency was the most influential budget agency. ' 
The other agencies all had smaller staffs. The higher, 
education agency engaged in highly technical and sophisti- 
cated processes of budget formulation and review. The 
domination- of .:th.e state-level budget process by influen- 
tial state higher education agencies made it 'possible for' 
them to overwhelm other agencies with the detail and 
complexity of their budget, submissions, forestalling 
ef tective review and forcing sole reliance on broad 
political judgments to bring budgets Within available 
revenues. The technical judgments made in the state 
higher education agencies are potentially insensitive to 
broad political considerations, whiXe the political judg- 
ments made by the governor and legislature could at the 
seune time lack under stcinding of the complex technical 
details in budget recommendations. Governors and legis- 
lators are, of 'course, aware of this kind of imbalcince 
and , have the means to correct it. The persistence of a : 
state higher education agency as the, most influential 
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budget agency requires a politically sensitive director, 
highly competant staff, and cooperation among the three- 
agencies. 

In Connecticut and Virginia, the executive budget 
offices were the most influential agencies. Both of 
these states tended to treat higher edr.cation similarly 
to other state programs. State personnel, preaudit, 
accounting, and procurement policies were applied to 
institutions in ways that appeared to hamper effective 
institutional management. The desire to standardize cuid 
inanage practices of the state bureaucracy^ is an uhder- 
s&ndable interest of /executive budget offices. Higher 
education, however, presumably gains its strength from 
independence, experimentation, . and diversity. It operates 
in a national as well as a ''state marketplace. "The staff 
of institutions in these sta.tes were highly , critical of 
state "intervention" into- their administrative processes. 
The growing influence of the state higher education 
agencies in these states could, in the future, give 
governors and legislators confidence that higher educa- 
tion will be properly managed without the need for such 
extensive state administrative controls. ^^Iri^ 

ANALYSIS OF THE LOCATION OF - 
BUDGETARY DECISIONS^ 

The analysis of the location of budgetary decisions 
is highly complex, since an organizational level in the 
state budget structure^: provides only the potential for 
locating decisions. One multican$)us system' headquarters 
in Colorado did notr' exercise budgetary authority and in. 
other states the multicampus systems did not exercise 
extensive budgetary authority. The same was true curiong 
state higher education agencies. The executive budget 
offices and legislative', budget staffs also varied in 
tha kinds and breadth of their budgetary decisions. 
Additionally, one location may influence budgetary totals 
while another' has more impact on allocations within ^Jiotals 
Therefore, one cannot assiame a priori that a budget. review 
at a certain organizational level indicates the extent of. 
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centralization or decentralization of thfe budgetary de- 
cj.sion process. ' » ^ 



A further problem results 'from the cilfferent kind^ 
of decisions made and the practice of locating .different 

.kinds J of decisions at different organizatio;tial levels. 

'A brief "discussion of type s^ of decisions will clarify 
this problem. 



Types of Decisions , " ' 

^ • ■ * ' ■ *• 

^Budgetary decisions can deal" with a number of dimen- 
sions of the state's higher education system, including: 

• different systems elements (inpu??!^ processes , 
and outputs), ■ 

• .different bases of judgment (values and facts), 
and ' M. " . 

• v different phases of the budget process, (formula 
tion, administration, cuid evaluation). 

■ .1 ^ 



Input Decisions 



Input decisions involve the source, amount, cuid mix 
of resources allocated to higheKTeducatioh. The states 
determine how much of their own revenues . they- will de- 
vote to higher education. They also mej^e -:^sbme decisions 
on institutional revenues that do not come from state 
general revenues. For example./ in some states, suctf.as 
Florida, a istate- level agency may set tuition and fees 
fpr all institutions. In. other^ states, such as Virginia, 
institutions. can set their own tuition levels after re- 
ceiving state appropriatipns . . Governmental- controls . 
over the use of revenue from grant overhead!, endowment 
income, and proceeds from campus enterprises vary among 
-the states. - In California, 'institutional income from 
research grsuit overhead was shared equally by the, state 
cuid the institutions. In nearly all states,. ..state funds 
were viewed as providing the difference between other 



revenues exceeded budgeted estimates. This process did 
' not work both , ways : The states generally did not provide 
more appropriations when the institutions experienced a. 
shortfall. ^ 

Concern about the mix of resoiirces is fpflected in 
the traditional objects-of -expenditure budgets used by 
most states," showing allocations of resources for items 
.such as salaries/ supplies, equipment, contractual 
serv^^es, jond physical plant, ' Comments by those inter- 
vieweoSkn some states indicated that, despit^ a sense on 
the campus that ^-adciitional staff were of higher priority, 
it was sometimes easier to obtain an expensive conqputer - 
or televisioft coxr^glex than staff positions,^ States also 
seek a balance between physical plamt and educational 
and general outlays. Rarely do they permit institutions 
to shift funds between physical plant and other objects 
of expenditure. • ; 

. ' ■ . ' • • ■ ' 

Process Deeds Ions 

Process decisions include the educational and managa-r 
ment processes within institutions.* Decisions on educa-^ 
tional processes can be moved upward from can^uses to ' 
state-level agencies by providing incentives to use new' 
technology through purchases of equipment. * Gramts can be 
' made for irmovations, or indirect changes can be made by, 
limiting monies for faculty, thereby increasing faculty- 
student ratios.' 

Decisions onp institutional mauiagement processes can 
be made above the institutional level in various ways. 
Functional budget categories separate monies for adminis- 
tration and program direction from those for instruction, 
student services, research, and other functions; resources 
for management can easily be restricted by limiting the 
number of ac&iinistrative positions. Additionally, funds 
for information systems and msmagement technology can 
change the administrative processes at institutions. 
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at higher levels^ Commonly state-level budgetary de- 
cisions are based on ein iit^licit'^assunption that ceun- 
.puses are, or should be, governed by a bur eaucratically 
structured system. This belief in ,"tidy" decision pro- 
cesses sometimes ignores traditional academic values eind 
practices. Some state actions appear to be escplicitly 
designed to strengthen the hierarchical bureaucratic 
decisionmaking by providing presidents with management 
information systems , plcinning staffs, cind processes 
possessing potential for strengthening their control over*' 
the institutions.. The institutions frequent^ly do not 
challenge the organizational a s'sun^t ions underlying such . 
actions; perhaps because the myth of presidential power 
serves the presidents in their external relations. The 
bureaucratic concept of orgeinizing decisionmaking may* 
also be so .\miversally accepted that . direct challenge 
is imjpolitic. Contrasting assumptions about the role of 
the presidents of institutions have been examined by 
Cohen cind March (i974) . - 

p ■ • * . 

Output Decisions ^ 

Decisions on outputs concern the substance cind range 
of academic programs, the numbers and attainments of 
graduates, cind the^'research and public service provided. 
Program* budget categories attempt to focus attention on 
such issues. Decisions must be made on what prograuns 
will produce, the desired kinds of graduates, research, 
cind public service. These decisions also contain choices, 
such as the need for liberal arts compared with profes- 
sional programs, the nxamber of graduate degrees versus 
undergraduate, cind the need for more te^ichers or doctors 
as against enrollments in teacher education and priemedicine 
In such decisions difficult balances must be made between 
the social demand for higher education eind forecasts of 
the employment situation. They also represent differing 
spcial preferences. The states showed some restraint in 
making such decisions except when major new prograuns were . 
launched or old prograuns terminated. 
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Fact and value Decisions 

The decisions made in higher* education also can be 
classified as to whether they are primarily technical 
aorid professional, involving questions of fadt, or ^pri- 
marily political, involving questions of who benefitis 
and who pays and which benefits are most desirable. An 
exassple of a technical question is how many students are 
likisly to enroll in a given, program or institution, or 
whether the physical plan can -accommodate . additional 
students, while a political decision concerns the pro- 
portion and mix of students'^ that should attend a pro- 
gram or' institution, and consequently the need for 
additions to. existing physical plant. These two types 
of decisions are rarely distinct in practice: technical 
analyses of constraints lead to different weightings of 
political values, and political considerations lead to 
the selection of areas. for aralysis. 

Political decisions on how funds are to be obtained 
and allocated must be tenqpered by technical judgments on 
.constraints such as/ the availability of time, resources, 
and manpower, and on the consequences of alternative 
courses of .action. These fact- and-value decisions are 
made at many levels and by different parties within 
levels. In "every state, politicians decided some /techni- 
cal questions and staff made some political decisions, 
but the balcmce varied. For excunple, in Pennsylvania 
political bargaining within the legislature and between 
the legislature and the governor had a particularly 
significant influence on .budgetary decisions; . the techni- 
cal recommendations of the staff agencies were relatively 
less important. However, with the increase in the ' 
technology and complexity of budgeting, in most states 
the staff agencies were highly influential and are be- 
coihing more so. 

. ' 0 . 

Budget Phase Decisions 

Location of decisions on formulating and reviewing 
campus budgets must be distinguished from location of 
decisions on the subsequent administration and evaluation 
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,^of budgets. In Virginia, a state with a highly decen- 
tralized budget formulation process; the state had 
consfiderable authority over institutional personnel ' 
management during, administration of the budget. In 
California, state-level agencies were restrained in^ 
making decisions on internal institutional management • 
and programs during budget formulation. and played a 
minor role in the' administration of enacted biidgets. 
However, growing use- was being made of performance audit" 
staffs to evaluate institutional practices and their 
past use of resources, and to exert pressure for changes, 
Thxs pressure, of course, consists largely of a threat 
to take actions during the budget f emulation process. 

Problems in I^ocditing Decision Authority 

Even when the types of decisions can be identified, 
thexr location may be difficult to determine. Similar 
decisions are nliade at different levels in the different 
segments of higher education. Decisions can be proposed 
at one, level but acted on at another, * And many decisions 
are made outpide formal organizational, channels. 

In Penijsylvania the state colleges were designated 
as "state owned" and were treated in many respects as 
state agencies. In contrast, the four universities were 
termed "state-related" institutions and were subjected 
to fewer state budgetary controls. In many states the ~ 
two-year colleges were. governed by local boards and -were 
funded on the basis of statutory formulas, giving them a 
high degree of autonomy, - 

Often institutions make their own decisions and 
these are routinely approved by state-level agencies. 
In other cases, institutional decisions are carefully 
reviewed and sometimes overturned. Similarly, state 
higher education agency decisions and executive budget 
office decisions are .subject to legislative review. In 
such circumstances the problem of identifying where 
decisions were actually made is further coir5>ounded^ be- 
cause issues are typically decided in sessions involving 
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staff from several organizatic ii levels , making it dif- 
ficult to assess whose influence on the outcome is most 
significant. 

Mamy imiportant ^decisions are reached in informal 
channels outsfide the forxnal orgemizational structure. 
Such decisions are usually then legitimized by formal 
organizational ^or interorganizational action. 

. Furthermore, contending caii5)uses may arrive at a 
consensus on a budgetary issue and present their agree- . 
ment to state-level agencies whoracdept it as the most 
feasible political a.ccommodation. 

Trends in the Location of Decisions < 

Ah atteirpt to determine the locatipn of types of 
decisions must include an extensive examination of insti- 
tutional practices, which goes beyond the boundaries of 
this study. However, some „ generalizations can be made.' 
The states generally have attempted to insulate higher 
education by not treating institutions and state higher 
education agencies as depcurtments'-of state government. 
They have recognized the value of a decentralized system, 
of higher education.. This is reflected in the provisions 
for constitutional autonomy for universities,- the frequent 
exeii5)tion of institutions from the administrative .require- 
ments applied to state agencies , . the use of boards to 
govern institutions, and by permitting institutions 
publicly to appeal budgetary actions of .the -governor 

more freely than was tfften the case^ for state agencies. 

I. . 

At the same time, the states have recognized .the 
need for coordination cuid regulation by creating multi- 
campus systems and state higher education agencies that, 
in mciny -.respects ,' serve the interests of state government. 
(These institutions and a^gencies, however, often do not 
come under state civil service, procurement, emd account- 
ing regulations,) The provisions for institutional 
autonomy^ from state government, of course, vary greatly 
among the states and within a state for particular kinds 
of institutions. 
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since the turn of the ceiitiary, however, there has 
been a steady trend • toward more -state involvement in 
higher education decisionmaking that has resulted in 
greater centralization of budgetcury decisionmaking emd 
a subst£uitial increase in the numbers and levels of 
budget reviews. ' - 



Layering of the Decision Process 

Most scholars in the field agree that there is a 
trend toward increasingly centralized higher education 
^budgetary processes in the states. ^Mooney ^ (1963) 
however, argues persuasively that there is not a clear 
shift of decision power upvwrd but rather a fragmenta- 
tion of authority among all organizations, with no one 
pciramount. On this process within the university, he 
comments: • » V 

Yet the , reality is that cultural changes, 
have produced a progressive division of 
power, and responsibility within the uni- 
versity which culminates in a condition 
in which no one can take positive leader-'- 
ship. (p. 51) ' ■ , 

Practically, it makes little difference 
which, one of the various parts of the power 
structure one touches first; in. the end, 
the full complement is necessary. Any one 
part can deny and negate the rest. Parts 
of the whole continually do so. (p. 50) 

■■. , ^ ■ . /\' ■ ' 

This analysis fits, quite well the circumstances, we 
observed. In many instances the reality is not that a 
higher level increasingly makes the important decisions 
but rather that successive levels review decisions, each 
level having some authority to veto the decisions of - 
lower levels. Massive efforts at coordination are re- 
quired to obtain the agreement of all parties on an 
issue- It is debatable whether this layering of review 
improves decisions or merely increases the time needed 
to take action. The impression we gained was that the 

T 
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value of such layering should be treated with greater 
skepticism than has been the <base* The presumed bene- 
fits; of successive reviews mayr in many instances, be 
exceieded by the costs. \ ... . 

Changes in Location o£ Decisions , . 

A number of trends were noted in the location and. 
review of . decisions. Decisions on financing higher 
education are increasingly made or reviewed at the state . 
•level. State fxinds generally cu:e viewed as making up 
the difference between total institutional needs aind 
the^funds available from non^ate sources. To minimize 
this need, the states require information on institu- 
tionally generated revenues; they cire becoming involved 
in approving federal grants and contracts, tuition levels, 
'and other sources of income. For exeunple, the state of 
Washington withheld, state f\ihds through its eaiotment 
process when other sources of income exceeded budge:ked 
estimates. 

Decisions on the processes of education and insti- 
tutional manageinent also are frequently influenced* by . 
state-level agencies. More and more the states encourage 
development of campus memagement systems, and occasionally 
actively atten^t to change educational processes. For 
exan5)le, in California a special fund was appropriated 
to improve teaching in the xaniversitj^. 

State involvement in determining the outputs of 
higher education has been traditionally at the broad 
level of establishing campuses and major programs, such" 
as law schools . We found considerable evidence of grow- 
ing state concern with program outcomes- but . little 
evidence that attempts at assessment have succeeded. 
Program budgeting was one attempt to focus greater 
attention on educational outputs; "^and recently perfor- 
msmce auditing has involved state staffs in* the sub- 
steuice of educational programs. These involvements 
tended to deal primarily with technical factors affect- 
ing outcomes or whether presume^Dly desircible outcomes 
were being realized. State-level budget' agencies appar- 
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ently. did not mandate the, content of programs or the 
specific outputs implied by pcurticular progreuns. State- 
level^saiEKBrns over, outputs, "however^ were evident to 
institutional, officials and to some degree must influence 
their thinking. 

\ The growth of state-level . staff s has increased the 
attention given to tipchnical .eind factual issues during 
the budget process.;. In some instances this emphasis ' 
appeared to lead to some* neglect of . political issues 
and process considerations, and a misplaced faith in the., 
V efficacy of facts and analysis to resolve questions of 
social preferences.- . 

There appears to have been some decentralization, of 
decisions on budget administration. A number of -/states, 
among them California and' Pennsylvania, have relaxed ' 
their detailed review of college procurement and person- 
nel managemient activities. ,^ 

. Reasons for Decision Centralization - ' ? 

Four arguments can be advanced to explain the in- 
creasing review of decisions and layering of state 
higher education budget structvures. Each appears to be 
valid and reinforces the others. 

1 . The twentieth century has seen a phenomenal > ^ 
increase in number and size of institutipns of higher 
education. Higher education has clearly become a leirger 
and more socially significant activity, with greater 
political influence. The relationships within higher 
education, and between higher education and other. social 
institutions,, have created a need for greater statewide 
coordination of campus progreuns and activities. Further- 
more, the implications of socioeconomic trends such as - 
birth rates and energy source depletion have increased 
the need for long-range planning to avoid expensive and 
socially disruptive errors of judgment. Citizens are 
making ever-greater demands on state government to 
•solve problems, and governors and legislators must appear 
to be taking action. One way to ensure coordination and. 
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action is to have staff responsible for making and follow- 
ing up decisions. The popular tierminology for this phe- 

. nomenon is "accountability," but the primary effect is 
decision centralization, and layering. One caln argue, 
therefore, that the^ growth of state-level influence was 
a response to the growing influence of institutions, 
Jt was also a response to the need to maintain a balance 

^ between state-level 'and institutional perspectives. 

2. Modern means for collecting, storing, transmit- 
ting, and analyzing data permit decisions to be made at 
greater distances from the scene of action. The tele- 
phone and the coii5)uter in peurticuleu: give centrally 
located officials the ability to get facts and make prompt 
judgments, formerly possible- only for those "at the scene. 

3. - The logic of organizational - control favors in- 
creased centralization of budgetary decisions. Those 
who review budgets cannot establish reliable budgetary 
requirements without analyzing the detailed conqposition 
of caii5>us plems and arriving at totals through summing up 

, the con^xjnent requirements. A budget excimiher typically 
determines the strength of the case for each cpnponeht 
of the budget as well as examining overall ratios and 
making comparisons. Once a total' is eirrived at, it is 
hard for state staff to refrain from promoting the in- 
ternal allocation of fxinds thought desirable when recom- 
mendations were made. In most states, institutions still 
have considerable flexibility to allocate mc nies for 
local priorities. Hpwever, 'legislatures increasingly 
view allocative judgments made during budget review as 
plans for expenditure,, and are holding institutions 
accountable for following them. '.. 

Staff at each level of the budiget process tend to 
view those at* lower levels as less competent, less well 
infojnned, and less responsible. The actions teiken by 
those at the campus level in response to complex con- 
straints or incentives, both internal and external, eire 
too often viewed as irrational. If caucuses cannot 
con5>ly with the desires of higher levels this frequently 
is interpreted 5s conservatism or perversity, a basic 
bias of educators against change, or ari arrogant pursuit 
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of self-interest. T^ae common response is to movie 'de- 
cisions to higher levels, to ensure their ptopriety. 
Legislators, who make basic structural^ decisions that 
affect decision location, are generally sympathetic to 
charges of campus irresponsibility After all, they can 
better respond to the demands of their constituents when, 
they more closely control , the uses of public monies. 
However, sometimes they are pleased to be able to dele- 
gate unpopular decisions. 

This skeptical view, of others' motives emd compe- 
tencies is reinforced by emother phenomenon, already 
noted, .termed "uncertainty shifting." Upper levels 
believe they ccin more assuredly achieve their objectives 
and igeduCe criticism from others if they increase their 
review of lower-level decisions or make the decisions 
themselves. For staff at lower levels, certainty is - 
•increased by having the freedom to. make their own de- 
(iflsipns. However; the state level has greater power to * 
structure the decision process, leading to reviews, of 
lower-level fiecisions. 

The insensitivity of higher-level, officials; to com- 
plex 'campus circumstances is usua.l.ly irritating to" cam- 
pus administrators, but there are circumstances when 
this characteristic is useful ^ For example, unpleasajit 
decisions that affect personnel cein be pushed up' to the 
state level, removing the onus from institutional admin- 
istrators.* However, moving too much authority to^the 
state-level has hidden costs as well as the more obvious 
ones of differing perspectives cind the inability to 
. assimilate fully the con5>lexities of local circumstances. 

The interposition of an or gain iz at ion between cam- 
puses cuid the state tends to cut the campuses off from 
clues to the disposition of state agencies and prevail- 
ing political issues.' Campuses heed not be as responsive 
to statewide concerns when they are hot interacting 
directly with the- executive budget office of the legis- , 
lature; the state higher education agency takes the final 
responsibility for the reasonableness of the higher ed- 
ucation budget. Noting this growing insensitivity of 
institutions to statewide concerns, certain states have 
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reacted by increasing the authority of state-level agen- 
cies, which simply aggravates the problem, r. Special 
efforts^ to, maintain a flow of state-level information 
to the institutions can ;partly of f set this, but fnost 
designers of. information systems neglect the downward 
flow .of information in favor of the upward flow, from 
caucus to the state. This oversight becomes more criti- 
cal when caii5>uses aire cut off from awareness of their 
political environment that cam be gained from direct . 
interaction with executive and legislative branch staffs. 

4. Another factor leading to decision centraliza- 
tion is the growing acceptance of decision processes 
involving comprehensive central data collection, analy- . 
sis, and planning (Schmidtlein, 1974). Techniques such 
as program planning and budgeting systems, management 
by objectives, and zero-based budgeting, all presume a 
centralized process of analysis and decisionmaking. 
These approaches to budgeting eire'being promoted at. the 
same time that concerns over governmental accountability 
have increased. A hierarchical bureaucratic organization 
design,- with functional sjjecializatipn and central policy 
development and control, appears to rnamy to be the 
logical structure for in^leroenting the new decision 
techniques and locating accountability. 

Unfortunately, these approaches to decisionmaking 
and government structure neglect the principles of 
separation of power and checks and balances. A concern 
sfor efficiency in governibent has superseded concerns over 
centralization, concentration of power, and the in^Kjsi- 
tipnof governmental orthodoxy. 

■\ ■ ■ . 

PROBLEMS IN THE DESIGN OF STATE. HIGHER 
EDUCATION BUDGET STRUCTURES 

Ostrom (1973) identifies two concepts that deal 
with the problems of governmental organization in a 
dieiftDcratic SQciety. These concepts cire in conflict 
with each other, and this conflict leads to what Ostrom 
believes is ah intellectual crisis in American public 
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. administration. They can be described as the checks^ 
and-balances and -bureaucratic paradigms of governmental 
organization. An examination of these two paradigms 
provides a basis for evaluating some aspects of the 
organization of state budgeting for higher education. 



' Thi Checks-and-Balances, Paradigm 

The chpcks-and-balances principle of governmental 
organization is best represented by the constitutions 
of the Unitpd -states and the states. The central con- 
cern IS the avoidance of a concentration of governmental 
power in any one location.' The design of government is 
based on the belief that, a major governmental objective 
IS to px-otect individuals from' state as well as from - 
private encroachment. This concept is sttbed well bv 
Ostrom (1973) : . 

Fragmentation of ^liithority eimong diverse 
decision centers with multiple veto capa- 
bilities within any one jurisdiction and 
. JJie development of multiple, overlapping 
jurisdictions of widely different scales 
are necessary conditions for maintaining 
a stable political order which can advance 
human welfare under rapidly changing con- 
ditions. i(p., 112) 

To accoii5)lish these objectives, .governmental powers are 
separated among the executive, legislative, and judicial 
branches. Various officials of the executive are often 
independently elected. Boards and commissions are made 
responsible for politically sensitive areas, such as 
education, and varying degrees of autonomy are given to 
educational institutions , that have the critical function 
of shaping the minds of young people. 

This coordinate and hierarchical sharing of power 
provides multiple points of access to decisionmaking, 
forces decisions to be made as a result of bargaining 
and coni)romise rather than by fiat, "and provides for 
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detection of error axxd reliabilil^/ through multiple re- 
view of policies. The antisocial pursuit of agency 
self-interest i^ controlled by the diffusion of power 
and the need for multilateral bargaining and compromise 
before action can be taken. " 

Historically, a major motivation for the separation 
of powers was to check the excesses of unlimited execu- 
tive power. Strong central direcftion, expedites decisions, 
increases the. consistency and predictability of actions, 
and avoids chaos .and drift; concentration of power in the 
executive branch of government promotes prompt decisions, 
greater control over governmental actions, and policies 
that are more consistent with objectives. However, too 
great a concentration of power in' the executive branch 
of government leads to neglecting interests of individuals 
in favor of the collective concerns of government. It may 
also lead to a pursuit of policy consistency that neglects 
the need to compromise conflicting interests j and to poten- 
tial domination of policy by special interests close to 
the\ executive . 

\ ■ : 

Faced with the conflicting values of a multifaceted 
society, people often prefer the economy, order, and 
decisiveness of strong central direction to the discirray 
and de liber ateness of a checks-and-balances system of 
decisionmaking* HoVever, centralization of authority 
can become a one-way road unless there are meahs for 
checking its progress. The division of powers among 
.the executive, legislative, and judicial branches of 
government provides such a check on the accumulation of 
power, at some costs in efficiency, in order that over 
the long run individual interests are better, served. , 

The Bureaucratic Paradigm . - 

^ The bureaucratic organizational paradigm is described 
In some detail by Weber .(Gerth & Mills, 1946, pp. 196-244). 
Its precepts have been eledDorated by rooderft public admin- 
istration theorists. Its central concern is coordination 
and organizational efficiency, and the principles of orga- 
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niaatioh it emphasizes -are : l) functional specialization, 
•2) statutoiTj authority foj; functions, 3) hierarchical - 
relationships, 4) selection of staff on the basis of 
expertise,- and 5) us^^of written rules and procedures. 

W~BurfeQucratic -paradigm assumes that the publip 
interest is defined by \le^islat{ires 'and that the task of 
the executjive is to achieve legislatively mandated objec- 
tives. Governors requirfe power ^o control and coordinate 
the actions of public ageWes and institutions, other- 
wise, agencies wiil pursue their narrow self-interests 
rather. than the broader, statewide interests^: of the 
legislature and governor, functional specialization and 
the elimination of overlap and duplication, together with 
exercise of exper,tise, will 'reduce the costs of decision- 
making and increase the quality of the process. Specifying 
who has authority for what decisions locates accountability 
and clarifies responsibility for those who seek access to 
decisionmaking. The specificatioif of rules procedures, 
together with legal and budgetarj^powers , ensures a door- 
dinated -and reliable enterprise. ^»=— »• 



Conflict Betwee/i the Two Paradigms 

the central objectives^ of the checks-and-balances 

^paradigm =*re to : \ 

• reduce the accumulation ^Df power, 

• protect minority in.terests, 

• ensure, due process , . . * ; 

• resolve conflicts by negotiation and con5)romise, 
; ^ • detect errors in facts and assumptions, and 

• provide reliability through redundancy. 
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• increase proauctivi'cy tnrougn spec;iaxj.i6auxu« 
"esid central coordination, 

• ^void ambiguity in the location of resporisi- 
bility and accounteibility for actions through 
statutory and administrative specification of 
roles/ 

m mcdntain accountability and control through 
t^e establishment bf hierarchical relationships, 

• reduce delciys and stalemates over decisions 
establishing levels of review cmd locations for 
final judgments, 

• increase^the consistency of decisions in terms 
of governmental objectives by reducing the heed 
for co»^romise , and 

• clarify decision patterns ^through written rules 
and procedures. 

These two organizational paradigms represent values 
•.hat often conflict with each other; separation of \>y^ers 
is not alwr.ys compatible with specialization of function. 
A democratic governmental structure attert^ts to balance 
between them. In most states, two or three agencies re- 
view' institutional budgets, each from its own perspective 
and in terms of its own interests. Multiple rev..iiJW5S 
permit more access to the budget process and opportunities 
to appsal earlier decisions, but, they also increase costs 
and the time required to reach decisions. Some advantages 
and disadvantages of the different structures for locating 
decisions are described in the next section. 
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Multicampus System and State Higher Education 
Agency Review of Budgets 

The number of multicampus systems and state higher 
education agencies that have budgetary authority has in- 
creased. Originally^ campuses in inost states dealt di- 
rectly with the executive and legislative branches of 
state government. The advantages of direct campus 
access to state government are: 

1. Campus needs, interests/ and constraints are 
directly represented to the executive and legislative 
branches of government. State decisions may'therefore 
be more sensitive to the complex problems confronting 
campuses than when campus interests axe translated by . 
multicampus systems or state higher education agency 
staffs. ' • . 

2. Campuses have to be more sensitive to state 
governmental concerns and constraints and take more 
"responsible" actions. There are no intermediate 
agencies to correct their errors or to revise lanaccept- 
able requests. Conflicting governmental and cairypus 
interests must be faced and rosolved by campus officials 
The special budgetary interests of faculty, students, 
and alumni cannot be the sole concern of campuses, 
leaving to a nulticampus system or state higher educa- 
tion agency *-he unpopular task^n of making needed budget 
reductions in response to sta\.e prior xies and revenue 
constraints. ^ 

3. The elimination of intermediate reviews, or 
layering of the budget process, reduces costs since 
there are no multicamp.us system or state higher educa- 
tion agency, budget staffs. Campus expenses are lowered 
because there aire fewer pcirties makings demands on their 
staffs for information. The time required to ' review t 
caucus budgets is reduced. Campuses can develop their * 
budgets later, using more recent data. 



137 



151 



to budgetary opportunities or constraints thein when such 
decisions must be approved at multicampus system or state 
higher education agency levels. 

5. Competition eunong, institutions cein be resolved 
through political negotieition rather thein through adminis- 
trative faction, giving greater consideration to the com- 
plexities and concerns of individual campuses. 

6.. Power is dispersed among competing campuses, 
avoiding in^sition.of orthodoxies or standardiirarion 
of practices for administraitive convenience. 

7. Campuses ccui compete on the basisf of initiative 
and the merit of their ideas , leading to experimentation 
and ef ficiency r- with less risk of external imposition 
of rigid . functional specialization or coordination, 
which increase the difficulty of effecting chcinge. 

The disadvantages of this pattern of orgcinizatibn 
stem primarily from the freedom with which the canpuses , 
can pursue their own interests. The interests of in- 
dividual campuses may not add up to the best educational 
program for the state as a whole. Executive budget 
offices cind legi^islative budget staffs have many responsi- 
bilities and little time to analyze cowpeting demauids 
from institutions. It is difficult for them to con- 
struct a coherent statewide higher education program 
from individual, peurtiscin campus submissions. 

To offset this problem, multicanpus systems cind 
state higher education agencies staffs can: 

1. Ten5>er unregulated conqpetition eumong caucuses 
by. developing divisions of responsibility, coordinating 
their efforts, and reducing redundcint programs; they 
can also counterbaleince executive and legislative de- ^- 
cisions made on the basis of regional^ and special 
rather thcin educational interests, cind leissen distortions 
of educational priorities caused by can5)uses with strong 
legisi^lative influence. 
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2. Develop segmental and statewide plans for. higher 
education that anticipate future trends, increasing the 
sophistication of policy debates and structxiring and 
deXimiting the discussion of issues. 

3. Detect errors and inconsistencies in facts and 
assumptions in can5)us submissions, increasing the quality 

.of information provided to the executive and legislative 
branches* ' ■ ' \ 

4. Make more extensive reviews of complex issues 
precluding hasty, ill-advised decisions, and breakdowns 
of the budget process because of redundant staffs. 

(For an exceptionally insightful* discussion of the 
values of organizational redundancy, see Landau, 1969.) 

5. Provide, through the review process, an addi- 
tional location for interested parties to gain access 
to decisionmakers, thus bringing a greater nximber of 
perspectives and values to bear on issues. 



State-Level Review of Higher Education Budgets 

The increase in nximber and size of state higher 
education agencies, executive budget offices, and legis- 
lative budget staffs has increased their effect on the 
budget process. These staffs now examine institutional 
budgets in greater detail, review decisions, and make . 
decisions in areas formerly left to the caitpuses. The 
advantages of decisipnmaking at the institutional level 
are: 

1. State-level of ficials rhave limited time and 
resources to become knowledgeable about institutional 
issues ,. and their decisions are apt to be in error in 
proportion to the complexit;y, idiosyncratic natture, 
cind their basic under standi'ng of issues. The state' 
agency,. if it Insists on majking too many decisions may, 
like the brain of the dinosaur, be too small to effec- 
tively adapt the huge body of higher education to 
emerging challenges. 
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2, . Decisions on conqplex technical matters are best 
siade relying on professional expertise, which cannot be 
foijnd at the state level in sufficient numbers and vari- 
eties to encompass all critical decisions. Hierarchical 
bureaucratic principles of organization conflict with 
the concept of professional discretion, as noted by 
Etzioni (1964) : * 

Administration assumes a power hierarchy. 
Without a clear ordering of higher and 
lower In rcunk, in which the higher in rank . 
have more power than the lower ones and 
hence can control and coordinate the lat- 
ter 's activities, the basic principle of 
administration is' violated; the organiza- 
tion ceases to be a coordinated tool. ^ 
However, knowledge is. largely an individual 
property; unlike other prganization means, 
• it cannot be transferred from one person 
to another by decree.* . . . It is this 
highly individiialized principle which is . 
diametrically opposed to the very essence 
of the organizational principle of control 
and coordination by superiors — i .e . , the 
principle of administrative authority. In 
other words, the ultimate justificatiojri for 
a professional act is that it is, to the - 
best of the professional's knowledge, the 
right act. . . . The ultimate justification 
of an administrative act, however, is that 
it is in line with the organization's rules 
. • and regulations, and that it has. been ap- 
proved: — directly or by implication — by a 
superior rank. (pp. 76-77) 

3. State- level cocrdiriation may not discern local 
incentives and constrafiits and thus ignore inportant 
considerations that are dealt with in multilateral 
negotiations between institutions. Real alternatives 
are more apt to be discovered cmd tested through the 
interaction of those whose interests are at stake than 
tlirough einalysis by technical* experts. ' ^ •> " 

/ • ■ . " " - 
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4. State-level analysis may perceive redundancy but 
fail to recognize small but in^rtant differences, lander- 
cutting the experimentation necessary for progress as 
well as the political coii5>romises that maintain stability. 

5. The state tends to enact regulations in reaction 
to localized incidents, establishing standards and pro- 
cedures with which all must comply. The costs are rarely 
calculated of complying with proliferating regulations . 
and procedures, either in' terms of dollars or the loss 

of ability to act quickl>T and flexibly. 

6. Accountability is not a simple process of acting 
in accordance with the "mandate" of voters. To be effec- 
tive, decisions must continuously reconcile conpeting 
demands of many groups — both within and outside the . 
institutions. Many of these demands are more appscrent 

at the institutional level. 

7. Decentralized decisionmaking minimizes the 
possibility that a bad decision can seriously affect 
higher education throughout the state. 

The advantages of having decisions made at the state 
level eure: 

1. State-level agencies have a broader'' view of 
the relationship of one institution's programs to those- 
of other institutions. Through the review of budgets 
and use. of central authority they can ensure that pro- 
grams serve statewide interests, are coinplement2ury, auid 
£u:e not duplicative. - 

2. It is possible at the sta^e level to develop the 
consistent, standardized definitions and practices 
heeded to analyze institutions^ comparei. their activities, 
and regulate their behavior in the public interest. 

3. State-level agencies can perceive amd resolve 
difficult interinstitutibnal conflicts that compuses 
find inexpedient, or difficult, tp deal with and that 
might be costly if continued. Conflicts are more likely 
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to be resolved in favor of the broad public interest at 
the state level thcui when con^romised at the local level, 

4. The officials who head state agencies are usually 
directly elected or are appointed by elected officials, 
and sire visibly accountable to the electorate for their 
actions. < A decentralized and fragmented decision process 
makes it hard to locate responsibility and accountability 
for particuleu: decisions and actions, cuid access to de- 
cision processes is more difficult, ' 

5. State- level agencies are further removed from 
the complex interpersonal relationships that affect 
institutional decisions, and eure thus better able to 
decide on the basis of broad public interests "rather 
than on the basis of narrower institutional cind personal 
interests. . , 

6. The .collection cuid cinalysis of data at the state 
level directs attention to longer-range concerns and 
technical issues that are less easily perceived in a 
highly decentralized decision structure- v^ 

Resolution of Organizational. Dilemmas 

The design of an orgcinizational structure for state 
government involves weighting the relative values of 
distributing budgetary influence cunong the state higher 
education agencies* executive budget offices, and legis- 
lative budget staffs, in contrast to concentrating in-, 
fluence in one or two of these agencies; (This topic is 
addressed more extensively by Glenny, 1976, in. his 
voliime resulting from this study.) The value of direct 
campus access to state government must be weighed against 
the value of multiple reviews of budgets and " lower-level 
coordination of campus activities. Furthermore, values 
associated with state-level decisionmaking must be 
.balanced against those of" institutional decisionmaking. 

The solution to these trade-offs is apt to be dif- 
ferent for. each kind of decision and vary with the unique 
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circumstances in each state. There is no , universal solu- 
tion to these conflicts, as was noted by Alexander (1972): 

If the survival of a policy-maker depends, 
to a large extent, on the conformity of 
his image (BQulding, 1956) with his real 
environment, and if, this isomorphism is, 
reinforced by the success of his policies, 
one may expect some correlation between 
decision modes and the environments in 
which they flourish. (p. 329) 

Dividing influence among the three state- level agencies 
ensures' that their differing perspectives will be brought 
to bear on budgets. If their influence is relatively 
equal, issues must be resolved by bargaining rather than 
by fiat. Compromises accommodate the interests of those 
who do not command the support of a majority of tlie voters 
or the favor of a particular agency, but near-equal shares 
of influence can result in stalemate. The inplicit ques- 
tion is always present, how important are the politiical 
vailues of shared power and checks and balances in contrast 
to the economic values of bureaucratic orgeuiization, func- 
tional specialization, and hierarchic^ 1 accountability? 

Additional levels of budget review provide checks 
and balances and create manageable areas for organiza- 
tional oversight. However, they increase the costs of 
budget review and workloads on campuses, delay decisions; 
and indirectly encourage sloppy work aind unrealistic ■ 
campus requests, since caitpuses know that their submis- 
sions wiir be "reviewed^^at higher . levels . . Coordination; can 
be obtained by a central overview that relates the parts to 
the whole, but also- can take place through independent .local 
discoveries of common interests. Again, there remains the 
question: ' How important are economy, and speedier decisions 
to fuller participation and a more thorough consideratibn 
of appropriation requests... ' " i 

■ ■ ^ ' . ........ . , . J 

Decision- authority at the state level permits de- \ 
cisions to be made in terms of a. broader set of considera- 
tions. However,. at the' campus level decisions can reflect 



a greater appreciation of factors that constrain local 
initiatives. Soinetiines th6 person at the bottom of the 
hierarchy, in close ^contact with his constituency, has 
a cleeurer view of the collective interest thein the per- 
son at the top wiiose views are obscured by numerous 
intermedieuries. The quality of central decisions is 
often eroded by another factor: There is a reluctance 
to tell top executives "bad news" and . to confront them 
with conflicting points of view (Reedy, 1970) Here 
again the question. arises : Haw important is a coherent, 
logically consistent program in contrast to one that 
accoiDBnodates the diverse and conflicting goals of many 
sectors of the public, and what is the roost effective 
structure for bringing about coordination? 

Central standards of performance can be applied and 
evaluations made of we 11- under stood operations. However, 
loceil discretion and professional judgment are requi3?fed 
when operations are con^lex and poorly understood. State 
level "examination of intrainstitutional allocations can 
sometimes act as a spur for needed reforms. There are, 
however, times when state-level knowledge of subcampus 
or campus totals can result in allocating funds in com- 
pliance with prevailing patterns of power in the legis- 
lature, rather than on the basis -.n what best serves the 
states' total educational needs;, .^ice more the ques- 
tion arises: How importemt is an overview of the system 
in contrast to knowledge of local circumstances? 
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State-Level Budget Agency Staffs 



young men are fittBr to invent than to . 
judge, fitter for execution than for 
counsel, and fitter for jiev projects 
than for settled business; for the expe- 
rience of age in things that fall within 
the compass of it, directeth them; but 
... in new things abuseth them, . . . young 
men, in the conduct and mcuiagement of 
actions, embrace more than they can hold, 
stir more than they can quiet; fly to the 
end without consideration of the means 
and degrises; pursue absurdly some few. 
principles which they haye chanced upon; 
care not [how they] innovate, which draws 
unknown inconveniences, : . . Men of age 
object tod much, consult too long, ad- 
venture too little, repent too soon, and 
seldom drive business home to the full 
period, but content themselves with a 
mediocrity of succesis,' Certainly it is 
good to com'pel employments of both . \ . 
-because the virtues of either may correct 
the defects of both. — The. Essays of 
Frmcis Bacon Of Youth and Age, 

_;■ ,An organization's influence results from conplex 
interactions with its environment. If society perceives 
the services the organization provides as useful, the 
organization is reimbursed, and supplied the resoxarces 
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needed to continue providing that service. Most commonly 
these resources sure measured in terms of irvoney.. However, 
this is a restrictive view of resources that leads to 
naive views of organizational behavior, as noted by 
Jacob, Flink, and Shuchman (1962): 

If, in fact, monetary return were the uni- 
versal criterion by which persons judged 
human action, the economist's definition 
, of value would be adequate. But we sur- . 
mise that meuiy other factors (varying from 
society to society) do in fact operate as 
vital normative criteria. The economic 
concept of value, by confusing the measure 
of worth with what is itself considered 
worthy by specific people, does not sue-, 
ceed in providing cm operationally valid 
definition for a general theory of human « 
action. (p. 23) 

Budgets only become significcint as they are trans- 
ferred into staff, information, technology, and other 
factors. Mcuiy resources, such as legal authority, staff 
quality, organizational prestige, cind monopoly of supply, 
crTinot be measured in money terms. The extent to which 
the agencies involved in budgeting for higher education 
accrue resourceis is dependent on the public values and 
traditions that shape the government?! structure in, each 
state and on the outcome of political contention among 
agencieso. 

Staff is perhaps the most significant resource cui 
agency possesses. Ov^,tall measures of agency influence 
have been explored In the previous chapter and more 
extensively by Glenny (1976). The legal 'authority of . 
.state-level budget agencies is too con^lexsand extensive 
to deal with in this volume.' Other resources available 
to state higher education agencies, executive budget 
offices, and legislative budget staffs will fc;e examined 
in subsequent chapters and in other reports resulting 
from this study. 
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The^ize of staffs varies considerably among the 
three types of agencies and within each type. Table 14 
shows the size of the professional staffs of. each agency 
in each state and the niamber who have a primary respon- 
sibility for r-- 'iewing higher education budgets. Table 15 
shows the number of states that have each type of budget 
review agency, the number of professional staff by type 
of agency, and the average size of the. professional 
staff by type of agency, and the average size of the pro- 
fessional staff by type of agency; the number of profes- 
sional staff includes only those whose primary assignment 
is higiier- education. These headcount figuries are some- 
what misleading, as higher education oudget staff typi- 
cally are assigned many responsibilities that go beyond 
the review of budgets. Furtherrniore, in some agencies, 
such as the Pennsylvania legislative budget staffs, no • 
one person is assigned a primary responsibility for 
higher education budgets and thus the efforts of these 
agencies are not reflec+-ed in these numbers; higher , 
education budget review is only one of a variety of 
tasks staff perform and is not the dominant task.. In 
state higher education agencies, program review, facili- 
ties, and planning staffs often assist in' reviewing 
budgets. 

Co/nparison of" State Higher Education ' 
Agency Staffs 

The largest state higher education agency staffs 
were those located in state departments of education. . 
The four state departments of education in our study 
averaged . over 72 professional staff members each. How- 
ever, the actual number of staff ranged from. six in 
Michigan to 146 in New York. 

The largest staffs engaged in the review of higher 
education budgets were found in statewide governing • 
boards. Budget r:eview staffs averaged over ten profes- ' 
sionals eacfy. Again, however, these averages are mis- 
leading because the numbers in the five statewide govern- ' 
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Table 14 



CD 



SIZE OF TOTAL PROFESSIONAL STAFF AND NUMBER ALIOCATED TO HIGHER EDDCATION ■OPERATING 

BUDGET IN 1974, BY TVPE OF AGENCY 



Executive 
budget office 



Legislative 
budget staff 



State higher educa* 



Total state 



.states 


V Total 


' higher educa- 
.tion budget 


AssigneQ to 
higher educa- 
T'Jtal tionbudqet 


Assigned to 
• higher educa- 
Totartion budqet 


Total' 


Assigned to 
higher' educa- 
tion budget 


California 

Colorado 

Connecticut 


101 
15 

35^ 


9.5 

3 

6 


54 5 , 
5 2 
^ 2 1 


19 
13 
15 


0 , 

2 

1 


174 ' 
34 

■ 52.5 


14.5 
7 


Florida . 

Hawaii 

Illinois 


29 
36 

62_ 


4 
4 

3 ' 


20 2 
11 ■ 3 
31 4' ^ 


110 
80 
27 


26 

6' 

' 5 


159 
127 
120 


•32- 
13 


Kansas : 

Michigan 

Mississippi 


• 15 
30 
0 


1 

' 4. 
0 


2 1 
24 3 

5 2 • 


5 
6 
4 


1 

a.. 

2 


"IT 

' 60 
10 


.,■■'3. 
fl 

0 

• 4 . 


Nebraska 
New York 
Pennsylvania ' 


q 

160 
45_ 


H 

■1 

' 9 
2 


U 4 
23 3 
8 0 


0 

146 
70 


0 
0 
4 


21 

329' 
123 . 


8. 

12 ■ 
6 


Tennessee ' 
Texas , 
Virginia 


10 
10 
12 


1 

J 

4 " 


4, 0 
18 . 4 ■ " , 
' 4 ■ 1. 


25/ 

60 

15 


7 

'3 
2.5 


39 

88 
•31 


8 

• 10 
7.5 


Washington 
Wisconsin 


22 
■ 28 


2 

4 . 


16 4 

10 ' 3 . 


11 
134 


, 1.5 
Jl 


49 
172 


7.5 • 

38 ' , 


Total 


' 619.5 


63.5 


251 42 , 


740 


• 93 


1610.5 


198.5 ■ 



♦ Includes professional staffs of statewide governing board, coordinating agency, and state department 
of education ' « ■ 
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Source!' Glenny etal, 1975. 



• Type of agency 



State higher education . 
agency: ' , ' i6^ 

• Statewide governing 

board 5 
Coordinating agency 8 
State depaftment of 
, education 4 

Executive budget office 16 , ■ 

legislative budget staff : 17^ ^ 
Joint ljudget staff 9 

* Upper-house b%t staff 9 
Lower-hous^ budget statf 9 / 



Table 15 

AVERAGE Sm OF AGENCY STAFFS IN 1974 

Nuntoerof Average size TotAl higher Average site 

states ■ total of total education of, higher 

with agency agency ' budget educatiou ^ 

staffs staff staff' staff. budget staff 



740.0 


' 46,2 


■ 93.0 ' 


5;8 


266.0'' 


53,2 


' 51.0 ' 


, '10.2 ■ 


165.0 

* 


23,1 


.22.0 . ' 


. 48 ' 


289,0 


72,2 


'20.{)", 


•5.0 


619.5 


,' 38.T 


• 63.5 ' 


» 

* 4.0' 


251.0 


14.8 ' 


• 42,0 ■ 


* 2.5* 


111.0 


12.3 


,2U * 


• 2,3 : , 


58.0 


'5.3, 


11.0 ^ 


1.2 • 


82.0 . 


.9.1- 


, 10.0 


. 1.1 ' 



Nebraska djd not have a state higher education agency. Florida had botha statewide 
/ °^ '^""'"""■"•^ reviewd higher educa^ 



b 



California and lemessee had both Joint apj'separkte house conittee etaffs. B^ver 
. Tennessee and Virginia had staff.for only one of. the pomittees of the,t« house!! 
•Source: Glennyet al., 1975', . 




Coordinating a^jencies had both the smallest pro- 
fessional staffs and smallest number of personnel 
^sflji^ed -to -review higher education budgets. The total 
number ranged from li in Washington to 60 in Texas, The 
nuBDiber assigned to review higher education budgets ranged 
from 'none in California (a staff person for budget review 
has been added since t,liis data was collected) to seven in 
Tennessee, 

^-^^ ;"**The*~Tom"'0'f*^"drgShT2ation staff 
'that review higher education budgets. All statewide 

governing b oards h ave a budget review staff wh ile_sojnB— 

coordinating agencies did not, and coordinating staffs 
tended to be smaller. However, staff size varies for 
many reasons; besides location in the governmental struc- 
ture emd assigned functions, • 



Comparison of Legislative Budget Staffs 

The largest legislative budget staffs were the joint 
staffs serving both houses of the legislature, or a \ini- 
cameral legislature as in Nebraska, These staffs ranged 
in size trom two in Connecticut and Kansas to 52 in 
California; the average was 12,3, The number of. persons 
primarily ^assigned to review higher education budgets 
ranged from none in Tennessee to four in California, 
Nebraska, and Texas, Nebraska devoted one-third of its 
staff to higher education budget review, California 
devoted only one- thirteenth. ' 

Lower house appropriation committees had the ^ext. 
largest staffs,- ranging from California with one (it 
also had a joint staff) to Illinois with 23. The average 
size-^was 9,1. The average number of persons assigned 
to review higher education budgets was 1,1, 
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w«o -^.j. iiie average numoer assignecl to review 
higher education budgets ganged froto zero to two, , the ■ 
same as for the lower house, and their average size of 
1.2 was not significantly different. 

Joint staffs averaged about one-third larger than 
the combined upper and lower house budget staffs of 
other states. The number of analysts assigned to the 
review of higher education budgets on joint staffs was 
about the same as the number assigned by the combihed 
upper and lower house staffs. Doubling the nusriber-of 
committees did not result in a conparable increase in 
staff members.^ These small legislati ve staffs ghif4-^^/ 
5iWiel^requently-to^e"aI^^ priorities / 

and crises so the number primarily assigned to higher/ 
education was probably a poor measure of relative effort, 
especially for the smaller upper and Icjjwer house com^ 
mittees. The larger joint budget staffs appeared tJ 
have an ^dvailtage. in being able to assign staff mor^ 
permanently to particular areas where they could si 
cialize. 



Comparisons Between Types of Agencies 

The average state higher education agenr-y stiff 
was nearly 20 percent larger than the average" executive 
budget office staff and more than twice as large /as the ^ 
average combined legislative budget staffs. Sta/be higher 
education agency staffs devoted to higher education budget j 
review were 47 percent ]arger than those of executive budget 
offices and over one and one-third the size of those of 
combined legislative budget staffs. This was 
although two states, California and New York, 
state higher education agr.ncy staff primarily 
to budget review. Were these states not incl]Lp-^^, 
average size of state higher education agencylbudget 
review staffs would increase from 5.8 to 6. 6* professionals I 



□rue 
iad'^o 
issigned 
aed, the 
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9ult jof»the extensive budget formulation role of state- 
' . /ifide governing boaids. In Illinois and Tennessee prijaary 
i '^responsibility for fonmilation of the executive bu-?.get . 
« . was delegated to the coordinating agencies; there were 
:, very small executive budget office staffs in these two 

states • The larger size of the statewide ;goveming board 
■ budget staffs was not matched by a corresponding reduc- 
■ tion' of executive budget office higher education emalysts 
i ' . where the stat(^wide system was headed by a chancellor or 
• president/ as in Florida, Hawaii, ajid Wisconsin, Each of 
' ijbhese states had four executive budget office staff inero- 

— — be rs-^assign e d to h igher-ednra t i n n-budge t^^revde w, a bout 

the average for all states. In Kansas and Mississippi, 
where the statewide system was directed by an executive 
: secretary reporting to the regents, there were respec- 
. tively a. smcLLl executive budget of f ice with ^ne analyst 

assigned to higher education and ho executive . budget 
"office;^ The statewide governing board's role, in budget 
formulatfon did subs titiate to some degree for the execu- 
tive budget office role in these two states and also in 
: Illinois an4 Tennessee which are coordinating agency 
states. ^' ,j ^ 

The average size of the legislative staffs primarily 
assign^^d to review of higher education budgets in the 
five statewide governing board states was 2.2, which was 
very close . to the average of 2.5 for all states. 

From these" observations it does not appear likely 
that increasing the authority and staff of state higher 
; education agencies is likely to reduce the executive 
'* budget offices and legislative budget staffs. The more 
likely result is' a net increase in total staff devoted' 
to the review of higher education budgets. 

. The differences noted between the staffing of dif- 

ferent types of state highet education agencies and 
different locations of legislative budget staffs should 
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Comparison of Budget Review Staffs Sizes with 
State Revenues 

Institutions obtain fiands from many sources be- 
sides state general revenues,- but state revenues are 
the Icurgest source of institutional funds (Harris, 
1972, p. 590> and are the major concern of state-ievel 
budget staffs. Tcible compares the amount of s\:ate 
revenues with the-Jsombined^umbexis-^-^exeout4ve~4 >t^ 
office and legislative budget review staffs. Each: stat¥ 
is ranked by the amount of its revenues, the size" of its 
budget staff, and the amount of revenue per staff mem- 
ber. For example. New York ranks first in revenues and 
in size of staff, while Hawaii is rankied first in the 
number of staff per revenue dollar; The r^sinking by 
revenue and staff size shows the two varieLbles cire 
closely linked. Generally, the more revenues,, the 
lariger are the staffs. Only in four states—Hawaii, 
Nebraska, Tennessee, and Virginia — are there major 
differences in rank order. The discrepancies for these 
states range from the four to six places separating 
the two rankings. ^ 

. _ . An examination of state revenue dollcurs par- pro- 
fessional staff member reveals, however, that gene^rally 
the size of staffs does not increase proportionaLely 
with revenues.^ The six states with the largest state 
revenues are all below the median in terms of number of 
staff per dollar. The larger a state's revenues, the 
fewer staff membeirs are employed per revenue dollcir. 
Apparently there are economies of scale . and specializa- 
tion in the richer states, or political factors restrain 
staffs from increasing at the same rate^ as revenues. 
Both cure probably factors. 

Table 17 compareis state revenues devoted to higher 
education with the size of professional staffs of execu- 
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tive budget offices; legislative budget staffs, and state 
higher education agehcies whose primary assigninent was 
the review of higher education budgets • The correspon- 

denee-^tween-revenues-^nd-Tiuinber -of -hic;her-~educa-t^^^ 

budget review staff was not as close as for revenues 
and total executive budget office and legislative budget 
review staff. • . 

• ■■ . . \ ■ 

Major differences in rankings occurred in five, states:.. 

Coimecticut; Ha\^ii^ Nebraska, Pennsy ly ania , and Wisconsij^^^ 

"'Five^*^o"T2 pXaces separate^rthe tw^rianlclngs , "so the size 

of staffs assigned primary responsibility for higher ed- 

^ucation bears little relationship to total state revenues. 

The sizes of the staffs reviewing higher eduqation are so 

Tiall; however, triat minor changes could have a substantial 

iii5)act on rankings. Furthermore, the contributions of 

occasional staff are^not included. 

The revenues per staff member range from $83 million 
in California to $4.4 million in Hawaii. Although the 
statewide governing board states of Florida, Hawaii, and 
Wisconsin have a relatively small number of dollars per 
staff member, their staffs perform many functions carried 
out by campuses in other states. Colorado, Connecticut, 
Nebraska, and Tennessee also have smaller amounts. per 
staff member but they rank lower in amounts of state 
revenues, which is associated with more staff per dollar. 
Hawaii, which has the least revenues and a statewide 
governing board, has, as expected; the Kast funds per 
staff member of cuiy state. 



Fa' tors That Influence Staff size 

Two factors appear to have some bearing on the size 
of staffs that review higher education budgets. The 
first is the presence of a statewide governing board 
with a staff directed by a president or chancellor. 
These staffs perform a number of tasks otherwise carried 
out at the caii5)us level, which explains in. part their 
^contributions to state-l-'v^; staff totals. Whether these 
tasks fully account for the size of their staffs in re- • 
lation-to~revenues awaits-further-researchT — Campuses - ' 
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are likely to ask whether these statewide governing board 
staffs relieve them of tasks or merely add an additional 

layer of^budget reviews. The second factor is the amount 

c of state revenues, states with smaller revenues generally 
tend to have more staff per revenue dollar, 
• " ' •* 

Interviews indicated that .political factors also play' 
a role in determining the size of the staffs that review 
higher education budgets. In one state the opposition 

— P|^^the^^pi.toli.s-.newspaper--t<>-iner-eases-— i:n--fche--j<^^ 

islative budget committee's staff was instrumental in 
slowing its growth. In California, Maryland, and Virginia 

: concern over, the need for a stronger budgetary role for 
the state higher education agencies led to adding budget 
staff after data was collected for this' study. In Colorado 
however, t>ie agency was recently stripped of its budget 
staff by a legislative cut in its appropriations. Com- >. 
petitive maneuvering by the executive budget offices, eind 
the legislative budget staffs affect the size of their 
staffs, and together they act to contain or reduce the 
s:j.ze of state higher education agency staffs, 

A major factor leading to a general growth of state-, 
level staffs may be the chan^ging philosophy of govern- 
mental organization. Greater en5)hasis is now being 
placed on planning and -ccntrol than on con^etition as a 
means to ensure efficiency and^ social accountability. 
What was once considered administrative overhead eind 
goveraiiental extravagance today is. considered cinalytic 
capacity that furthers planning and assures achievement 
of social objectives, Conce.v ns for coordination, are 
most noticeably reflected in the growth of legislative 
, committee staffs, performance audit staffs, eind in- 
creasing establishment of st^atewide governing boards; 



Compensation o/ the Executive Officers hf State- 
Level Budget Agencies 

The pay of executive officers of the three state- 
level budget agencies differed markedly among the 17 
„^^_aj^®_s -^ _ Thi.s wa^^ i^. .P?.?^, .Accqy^^ ^>Y. PPP.ulation 

(Glenny et al., 1975, p/ 21) , lixecutive budge^ 
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axid legislatij^e budget staff directors in the roost popu- 
lous states, California and New York, were* the highest 

paid. The directors of ..tJieir. state .highe^r_eAuc_at^^^ _ 

agencies ranked sixth and fifth, respectively, among the 
17 states, although neither governed institutions or 
could make budgetary recommendations. Executive* officers ' 
of. the western plains^ states of Kansas and Nebraska were 
among the -lowest psiid,. along with the southern states of 
Mississippi and Virginia (Glenny et al.', 1975) • Table 18 , 

£ox each type of agency. 

Highest paid were directors of the state higher 
education agencies; of these agencies, the presidents 
and chancellors of statewide governing boards were paid 
roost. Lowest paid were the higher education. directors 
in "state depalrtments of education* This may be because 
of the effect of state givil- service salary scales in 
these agencies, although in. the three states the directors 
were exempt. Only in three of the coordinating agencies, 

.and in one of the statewide governing board states, were 
state higher education agency -Jstaff covered by the civil 
service (Glenny et al. , 1975).. These differences by. 
types of state higher education agencies were not nearly 
as significant as the variations within each type, as* 
can be seen by examining the salary ranges in Table 18 ■ " 

_^oj each type of agency. ' The highest executive budget 
office salary exceeded the lowest by 154 percent. For 
legislative budget staffs the difference was 117 percent. 
Among legislative .budget staffs-, however, the directors 
of joint staffs were paid only slightly more" thain those 
of separate upper and lower house staffs.. 

The higher average pay for directors of state higher 
education -agencies undoubtedly reflects the market in 
which these officials are recruited. The academic world 
is %he source of most candidates for directorships of 
state higher education agencies, and top officials of 
colleges and iiniversities have traditionally bepn paid 
more than state civil servants.. The market also is 
nationwide and state-leve] higher education staff are 
• more -of ten -recruited nationally than^^ civil 
ser^vants. Furthermore, since hi<^er . education executive 
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Table 18 



COMPENSAIION OP'EXECUTIVE OFFICERS OF STATE-ML BUDGET 



AGENCIES 



36 of 

state higher education agency; 
Statewide governing board 
Coordinating agency «' 
State department ol education 

.Executive budget office: 

Legislative budget staff: 
Joint staff 
Upper house staff 
Lower house staff 



Number of 


1 , 


Hedian 


Average 


officials 


Salary ran^e 


salary 


salaty 


16 ' • 


■530,000-49,310 


..$39,500 


■ $38,744 


5 




, 40,000 


f^A AAA 

39,092 






Oft CAA 

39,500 


39/693 






35,267 


35,630 


16 


19,343-49,100 


32,000 


32,226 


23 


■ 20,000-43,324 


28,00,0- 


28,313 


9 


22,500-40,100 


. 29,463 ' 


28,388 


7 


2o;ooo-4o,ooo 


28,000 


28,170 


7 


22,000-43,324 


26,000 


28,361 



Source: Glenny, et al., 1975. 



officers occupy a position organizationally above that 
of presidents and chancellors, their quality and in- 
fluence is likely to be greater if their pay is com- 
pcirable. (Barak,'' 1974, has made a more extensive analy- 
sis, of salaries of state higher education agency staffs.) 

The salaries of executive budget office directors 
...*e somewhat higher than those of legislative budget 
ffs. This differencie is probably a result of the 
. ."^ter executive responsibilities of the state's chief 
i ./et. officers. 

Again it is important to note that differences in 
the mediaui and average salsuries of directors among the 
three agencies are not nearly as great as the salary 
ranges within one type of agency across the states. 

Staff Characteristics . ^ 

The perspectives of staff are affected by th^ir 
academic backgrounds, t^e breadth of their experience, 
and the field in"' which they gained most of their experi- 
ence. Their perceptions in turn affect how the three 
agencies relate to one aoiother. In this section ^we 
examine the recruitment preferences of the agencies for 
their professional staffs." 

Academic Background. The preferences of the threti 
state-leyel agencies for the academic backgroxinds of 
their professional staff are shown in Table 19. The 
first choice of executive budget offices both for stalf 
in general and for higher education budget staff is 
public* administration (15 statesj , followed b^ political 
science "(I4~state^ (12 states), and business 

administration (11 states). .Not surprisingly, six states 
preferred higher education administration as a background 
for their higher education analysts while only two pre- 
ferred this experience for staff in general. 
* 

*Most executive budget offices view budget aoialysts . 
as policy generalists. Only six states listed accounting 
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• • Table 19 ' , 

ACADEMIC BACKGROUND OF PROFESSIONAL STAFF PREFERRED BV STATE-LEVEL AGENCY DIRECTORS 

(Number 'Of States) , 



1 

1 


Execu- 


Legis- 


State hiohpr 


State higher education agency^ ' 




tive 


lative , 


Pfiliratirtn 


Govern- 


Coordi- 


State depart- 


Academic deqree of 


budget budget 




ing 


nating 


ment of 


professional staff preferred' 




C0IliIIUu66 


total 


board 


agencies education 


Public administration 














Staff in general 


15 


9 


9 ' 


4 


4 


1 


Higher. education budget staff 


15 


? 


8 


3 


4 , 


1; ; 


Business administration " 




• 










•• Staff in general" 


11 


12 


5 


2 


2; 


I • 


Higher education budget staff ■ 


8 


8 


12 . 


■■5' 




2 . ■ 


Education administration 














Staff in general 


. 2 


2 


16 ■ 


'5 


7 


4 


'Higher education budget staff , 


6 


, 4 


11 ■ ■ 


1 


'4 


3 ' 


Accounting 






■ 








Staff in general 


6 


11 


5 . 




1 ■ 


2 ' 


■ Higher education budget staff 


4 


? 


11 




4 . 




Computer sciences 














Staff in general 




5 


9: ' 






2 : 


Higher .education budget staff 


2 


2 


,10 




' 3 


3 • 


Political Science 














Staff in general 


' 14 


11 


/lO 




' 4 


2. 


Hi^'her 'education .budget staff 


10 


5 


5 . 




2 


0 


F:ono;aics ■ 














Staff in general 


..■ 12' 


.11 


? 




^2' 


2 


.Higher education budget staff 


'8 


. .8 


8' . 




. 3 ' 

f 

( 


0 



Source: ■ Glenny et al., 1975, 



and two computer sciences, technical fields, as their 
.preferences for staff. Executive budget offices pre- 
ferred both public administration and political science 
backgrounds to business adndnistration, which also is 
often more technically oriented. 

The most frequent choice of academic background by 
legislative budget staffs for staff in gene;rai was busi- 
ness administration (12 states), followed by political 
science, accounting, and economics (11 states each). 
Their first choice for higher education staff, yas busi- 
ness administration and economics (8 states) , then 'public 
administration and accounting (7 states). Legislative 
budget staffs apparently preferred .technically trained staff 
somewhat more than do executive budget offices. The 
legislators may feel the need for technical assistance 
to'coii5>lement their political roles or they may place 
more value on the technical aspects of decisionmaking. 
Legislative budget staffs are newer than -executive budget 
office staffs, and they ipay hope to ensure their success 
by ^en5)hasi2ing the more ^visible .technical aspects of 
issues. Technically trained staff are also *more avail- 
able recently because of the increase in graduate^ degrees 
awarded. ' The legislative oversight role may also* be a 
factor; MBAs, accountants, " and economists may be employed 
t6 examine the intricacies of fiscal practices and to 
trace the uses of funds. 

^ • ■ -.. ■■ . - I ■ 

For staff in general, state higher education agencies 
most frequently preferred educational administration, a 
preference of all 16 states with these agencies. The 
next most frequent choice was political science (10 states) , 
followed by public administration arid computer science 
(9 states each). However ,. state higher education agency 
budget staffs most frequently chose business administra- 
tion (12 states)*, then educational administration and , 
accounting. (11 states each) , and last, con^uter science 
(10 states).. The state higher education agencies sought 
more technically trained staffs for budget review than ^ 
did executive budget offices. This confirms impres- 
sion^ gained in interviews. State higher education' 
agency budget staff work somewhat more as technical 
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adjuncts to top agency officials than is true of execu- 
tive budgets office staff, who eire typically the- agency's 
, top substantiv^b experts on the program^ they review, A 
state higher education agency analy-rt is more clearly ^ . - 
subordinate, in terms of program expertise, to the 
academic specialists on the* staff - His or her contijibu- 
»tion is more technical fiscal and analytic skills than 
..^^.^^^ expertise on highet education pTOgrams^ . 

^ There are considerable dangers in ascribing 'a tech- ' 
pical perspective to a staff member, as opposed to a - 
broacjer political perspectjive, on the basis of ' their 
. academic* background. Individuals* have broad' or narrow ' 
perspectives despite their acadenjic training. .^State- 
.level higher education budget agencies recognize this , 
fact and geneiMClly look for the brightest, rjost coitqpe- 
tent persons. VThe pre fefenceg listed .above are those 
exercised when other factors 'are' more or J.ess-equal. 
Like other organizations, staterlevfel budget agencies t^nd 

c to recruit staff similar to those already employed. Only 
rarely didT we find that a major .change had taken place 

t?in the character of a staff, and then it wks usually * 
the result of new legislation and a massive reorganiza- 
tion. V ' ■ ^ ^ ■ V , = ' ^ ■ ■ ■ 

Occasionally some tension.^appeared to exist between 
staffs where one agency analyzed decisions from h tech- 
nical perspet:tive eCnd the .other from a political per-; 
spectiv e^ ^ The "technical staffs saw generalists as 
introducing irrational elements into decisions while 
the ^neralists thought the technical staff . ignored com- 
plex political issues that could not be ^decided on the 
basis of data and analysis. 



Sources of Recruitment.^ The source "of recruitment 
^ ,of staff determines the cimount eind range ot thexr eicperi- 
'.ence. VV recent college graduate is obviously less experi- 
•enced tnan someone who has worked for several years- 
Staff recruited f rom* -^within a state are more fikely to be 
\ familiar witih.the context of issues auid know the jpririci- 
pals with whom.Chey wjLll deal, at least by reputation. ■ 
Out-of-state recruitment brings in staff who Jiave seen 

ley- ' ' . 



other ways of dealing with problelms cOid are less likely 
to be confined by local assumptions cOid tradition. Staff 
recruited from other state budget review agencies or 
institutions are more likely to appreciate the differing 
perspectives and problems of these agencies and insti- 
tutions cUid,to maintain easier, more' intimate relation- 
Ships. In Washington the chief fincmcial officers of 
the two major universities were both former state directors 
- of f incuice . Those interviewed generally agreed that this, 
background inproved state-institutional 'relationships. ) 
Staff recruited from within^ cOi orgemization bt sector 
such as a particuleo: agency, the education profession, or 
the state. civil service, are sometimes viewed as more 
independent and less likely to be cbopted since tihey will 
not be dealing with former colleagues. One' state higher 
education agency director felt tha^ the incunibent in a 
key position should not come from an administrative posi- ■ 
tion ir^ phe of the three segments of higher education in 
the state. Occasionally, peurticular value is ascribed to 
people coming from nertain professions, for exan5)le, 
acadeiouLcs with skills in research and emalysis or business- 
men with training in m£unagerial. efficiency . 

Table 20 presents the policies or tendencj-os of state- 
level agencies in recruiting staff. In a few cases re-. 
.. cruitment reflects the actual conqposition of the staff 
rather than the preferences of the current agency director. 
As the table reveals, frequently agencies have no. policy 
on sources of recruitment; they simply attempt to find 
the best person available. 

The execiit.wt. gadget offices prefer to recruit among 
. college graduates ^rr staff in general (12 states) amd 
for higher educat: ^ • staff (7 states). They also prefer 
to recruit from v^tliin the state for both staff in general 
(10 states) amd higher education staff (9 states). Only, 
one 'executive budget office indicated a preference for 
recruiting^ staff in general from the staffs of institu- 
tions of higher education and only two preferred this 
source for their higher education staff. Usually, aca- 
demic staff experience is riot considered appropriate 
even for positions that review academic programs. This 
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Table 20' 



SOURCES FOR RECRUIMT OP PROpksiONAL STAFF PRmRffiD H SW-UM A« DIITO 

!gtiv!ja!^ Uaislath^SiM State higher etotion = 
Hioner * u^-Uv. ... ! « *. 



Source for 
recruitment 



Higher 
educa- 
Sta^f tion 
in budget No 



Directly from 
' college 



12 
10 



Higher 
educa- 
Staff tion 
in budget No 



Within state 

Other state agencies 4 

Institutions of 

' higher tducation 1 

Business or 
industry ' ,, 3 



3 



10 



6 6^ 7' 
9 6 5 

7 6" 9 



3 .3 10 



10 



Source: Glenny et al., 1975. 



Higher 
educa- 
Staff tion 

in budget No 



general staff pJlicy general staff p oliry ^cn...i 



2 



3 



9 



2 

.3 
3 

8 



i 1 



5 
5 

•8 
5 
9 



my reflect in part the desire to have highly independent 
staffs, without special loycJ.ties to particular profes- 
sions or "agencies. Executive budget offices in only 
four states preferred staff from other state agencies 
and only three preferred staff from business or industry. 

In one state the executive budget office rotates 
staff Within the agency to' maintain their independence 
and to broaden their experience eind knowledge of state 
government. These objectives, however, must be baleihced 
against the values of staff gaining ein in-depth knowledge 
of a particular area eind increasing their informal access 
to information. Staff turnover rates in "*executive budget 
offices appear to be very high even in the cQDsence of 
rotation policies. Analysts generally are young eind 
bright with unusually broad, high-level experience. Con- 
sequently, they are a -prix-ne source of recruitment for 
top-level state positions. Because ainalysts' tenure is 
so short, institutions frequently conplam of "having 
to contiinually train" new ones. When they become knowledge 
able abou; the complexity of institutional programs and 
budgets they are apt to take ^v^fw job. Executive budget 
office concerns over staff development, and their coopta- 
tion by institutions, must be balancecl'^by the need for 
staff fajailiarity with complex issues gained through long . 
exposure. ' , 

The legislative budget staffs preferred to recruit 
from within the state for staff in 'general (9 states) 
cuid for higher education staff (6 states) . They were 
more inclined to recruit for staff in general from other 
state agencies thein were executive budget offices (7 states 
to 4 states) and also, for higher education staffs (6 states 
to 4 states). The executive budget office appears to, be 
the primary state agency from which the legislative budget 
staffs recruit. . In one state a legislative budget staffer 
noted that when a particularly good person turned up on 
the executive budget office staff they attempted to. hire 
him aWay. Quoting the Ohio State football coach/ he re- 
marked that they preferred a good player on their bench 
to having him play for the other team. 
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The stjate higher education agencies most frequently 
prefer to recruit their staffs from institutions of higher 
education and do not limit their search to within the 
state • They rarely prefer staff frotn other state agencies 
(3 states), directly from college (2 states), or from busi 
ness or industry (1 state). ' One director deliberately 
hired his chief budget man from academe rather than en^loy 
ing a well-qualifi^ed executive budget office analyst. He 
wanted to assure the academic legitimacy of his agency, 
justify its higher salaries, and to present fresh views 
on budgetary issues. However, top state higher education 
agency budget officials in Pennsylvcinia. and Tennessee both 
came from executive budget offices. 

RELATIONSHIP OF STAFF CHARACTERISTICS 
TO PROCESS EFFECTIVENESS 

In most states the major agencies s^are the responsi-^ 
bility for budget review. No one agency can ac+: effec- 
tively in disregeird of the others; consequently, they 
should maintain good working relationships with one ' 
another- Among the^ 17 states these relationships ranged 
from close personal friendships, to "professionally cor- 
rect," to outright cpnflict. Overly close relationships 
can be conducive to an uncritical consensus among the 
three agencies, weakening their role of checking and 
balancing each other. Open conflict is likely to impiede 
the free flow of information among the agencies, result 
in unnejessary duplication of effort, and delay critical 
decisions. The latter problem appeared to be much more 
common in the 17 states. 

Many factors can cause lack of cooperation eunong the 
three agencies (Glenny, 1976), among them staff recruit- 
ment and reassignment policies. Some suspected effects 
of staffing practices include: , 

• Agen A relatively young and inexperienced 
staff can misinterpret information and make 
inappropriate con^curisons* With a lack of 
experience comes a tendency to make cciaparL^ 
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sons with unrealistic ideal situations rather 
than with similar circumstances, leading to un- 
fair criticism. 

• Perceptiveness . Individuals who lack the per- 
ception and ability to interpret information are 

''likely to make unexpected and inconsistent de- 
cisions. A less con^^eteht staff may be defensive, 
hocurding information and discouraging open dis- 
cussion of issues. 

• staff turnover. Frequent rotation of staff 
through different positions within the same agency 
or among different agencies results in raore super- 
ficial knowledge of arieas of responsibility and 
inconsistent actions because of lack of familiarity 
with the perspectives and cibilities. of other in- 
dividuals". Close relationships based on personal 
trust take time to form. On the other hand, broad 
experience gained from serving in, a 'number of 
positions helps staff appreciate the problems and . 
perspectives of those in other agencies, and occa- 
sional changes of assignments prevent too cozy a 
relationship. 

• Adversary point of view,.. Some stafsfe^jmembers 
view their role as that of adversary rather than 
of working to solve a mutual problem. This under- 
mines communication and creates an atmosphiare 
that frustrates resolving problems. Similarly, a 
staff member who is dogmatic and finds it diffi- 
cult to compromise can strain relationships between . 
agencies . 

• Role conflict. Those who review higher educa- 
tion budgets must wear two hats. . In their review 
of agency budgets they serve as critic. However, 
when they defend their . recommendations to their 
supervisors or to another agency, they act as 

. advocates. Often the conflict, inherent in per- 
forming these two roles creates an appearance of 
inconsistency or partisanship, straining rela- 
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tionships. These roles are iii?>ossible to ic;parate, 
however, and staff members must know whicix "'hax'' 
to wear in which circumstcmce and attempt to ir*«i.n- 
tain a balance between the tv^o roles. 

Tnformatioh .distortion. Large orgai-izatrdxis , 
with several intermediaries through wlu ch staffs 
report to top officials, create distortions and 
filter information. Relationships with other 
agencies can be strained when those who deal vnth 
staff find their information misinterpreted or 
* interpreted differently by top policymakers. 

Execut ive budg et . office and legislativr budget 
staff try to contain the size of higher education's 
share of the state budget while the state higher 
education agency wants it increased; the state 
empha^iizes costs and institutions emphasize quality 
Thi^ conflict can be Xept in perspective by staff 
wht: nderstand the role demands of each agency and 
do not personalize this conflict. 

• Divergent educational values. The staff of 
agencies may value higher education differently 
as a result of basic ideological- predilections. 
Some stress the economic benefits of education, * 
others its liberalizing influence. The sharing 
of information is apt to be restricted if staff 
fear it will be used to pursue ends they do* not 
favor. " ■ 

• Conflicting expectations. Generally, state- 
level agencies are exposed to data on economic, 
•"iocial, and demographic trends that influence the 
extent to which they think education should be 
supported. Because the import of this data takes 
a great deal of • time to reach institutiona-L staff, 
budgetary expectations at institutions and at fehe 
state level frequently differ, creating ^Communica- 
tion problems and lessening trust and confidence, 
^^ectations also frequently diverge regarding 
the appropriate roles of cqovernmehtal ageiicies 
•and institutions.- 
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• Political uses of iniormatioh. Information is 
a political resource and is used' for politi zal , 
ends by officials. When such uses go beyond 
bounds. of fairness, as perceived by institutional 
staffs, trust and confidence are likely to deteri- 
orate. 

CONCLUSIONS 

In every case, solutions to these problems include 
a balancing of concerns and costs. For example, age has 
the. advantages and disabilities noted by Freincis Bacon 
at the beginning of this chapter, and experienced staff ^ 
command higher salaries. Bacon also noted the liabilities 
of youth? training a young staff can be expensive. In 
many states better relationships among agency staffs 
appeared well worth the additional cost. The following 
are some suggestions toward this end : 

• Staffs of many executive and some legislative 
budget agencies consist largely of young, rela- 
tively, inexperienced analysts, and promotion is 
often from within; Such' agencies should recruit . 
a larger proportion of their middle- level staff 
from other agencies and institutions. Highly ^ 
qualified, experienced staff with broad perspec- 
tives^ generally commanc? high salaries? this may 

irequire upgrading salaries in some agencies. 

■. • t .. 

J Some executive budget offices atten^t to broaden 

the abilities of their staffs by periodically 
assigning them to other sectors of state government 
Often '::on5)arable attention is not given to, increas- 
ing the depth of their experience in one sector of 
state government. Periodic assignments^ and details 
among executive budget of f ices, legislative budget 
staffs', stace higher education agencies, and insti- 
tutions might increase mutual understanding and 
improve the flow of information among the agencies. 
. Other, less difficult, measures include: greater 
use of joint agoncy task forces, occasional jointly 
attended seminars on common problems such as those 

, C> . 
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promoted at the federal level by the Institute 
for Educational Leadership which sponsors meetings 
between the, staffs of federal and state agencies, 
and educators' to explore common issues and to be- 
come acquainted with one another's perspectives, 
moire staff visits to educational association meet- 
ings and to campuses, . and holding budget hearings 
and related meetings at campuses with time for 
staff to visit with campus officials. 

• Some institutional staffs are poorly informed 
about the concerns and perspectives of state-level 
officials. The suggestions lifted in the preceding 

. pciragraph would help alleviate this problem. In 
addition, however, cait^)us and departmental staffs, 
not just top institutional administrators, should . 
meet periodically with state-level staffs to dis- 
cuss mutual concerns. Much attention needs to be 
d;.:vo< ed'^ , keeping institutional staffs informed 
about the economic, demographic, and political 
trends influencing state-level^ decisions. Insti- 
tutional plans and staffing based on one set of 
trend assumptions require a great deal of reorienta- 
tion and reorganization when new conditions emerge. 
For example, unless great care is taken to acquaint 
institutional staffs and faculties with new fiscal 
circumstauces, serious conflict is sure to arise, 
especially during periods of acute fiscal stringency 
(Bowen & Glenny, 1976) . 

• In a number of states contacts are discouraged, 
by policy or tradition, between the staff of ex- 
ecutive budget offices and legislative "budget 
staffs. In part, there is a concern for the 
separation of powers and in part a concern that' ' 
lower-level staffs inadvertently or purposefully 
might sabotage delicate higher-level political 
accommodations and agreements. Obviously staff 
contacts require . a great deal of tact and a keen 
appreciation of the often obscure boundaries 
between technical and political issues. Despite 
such problems, in many states, these two. staffs 
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do cooperate closely and generally this appeeired 
to reduce duplication, improve analyses, and 
alleviate unnecessary friction over technical 
issues during budget review, snKX^thing the pro- 
cess of political accommodation. 

• Often the staffs of all three agencies are un- 
familiar with practices in other states. Recent 
seminars conducted by the Education Commission of 
the States, and those sponsored by the Kellogg 
Foundation, have addressed this problem. The. 
extensive workshdps, meetings, and seminars 
sponsored by the National Center for Higher 
Education Management Systems at the Western 
. Interstate Comniission for Higher Education have 
also been extremely valueible. Staff should be 
encouraged to attend such meetings and programs 
and travel out of state to sister agencies: on a 
selective basis. Such efforts save considerable 
money over the longer run by spreading new prac- 
tices and decreasing the chances of "reinventing 
the wheel." 
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The Context and Character of Institutional 
Budget Submissions 



The first step toward budgetary realism is • ^ 
to recognize that each fiscal year does 
not begin with a blank sheet] of paper on 
which can be written figures giving expres- 
sion to the "ideal" budget — even if we "i 
could make the heroic assumption that a 
workable consensus could be achieved on 
what those "ideal" figures^would be. 
' (Mccracken, 1976) 

An institutional budget is created in a broad social, 
political, -^id economic context that defines the bounds 
pf a, legitimate request. Circumstances peculiar to a 
specific budget year help to further define the request. 
The budget request represents cm atten$)t to place a price 
on a coii5>lex set of activities; to determine a feasible 
level of effort given, a state's expectations foL higher 
education. The budget document provides a simplified 
model of the dimensions of higher education, with dollars 
ascribed to each dimension. This information helps budget 
review agencies determine the effectiveness of marginal 
changes in resource allocations and the amount of resources 
heeded to maintciin various levels of activity. In this 
chapter we exaunine the context in which budgets are 
formulated and the budget request document itself. 
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THE ENVIRONMENT IN WHIGS INSTITUTIONAL 

BUDGETS ARE FORMULAT^ ' . ' , 

c 

In each state,, institutions formulate their budgets 
in a somewhat different social, political, andb economic 
context. In each, a different value is placed on higher 
education, and institutional cooperation and con^etition 
vairy* Demographic . and economic trends also differ by 
state and region. These differences shape the nature of 
past commitments, understandings, agreements, and expecta- 
tions that form the basis for higher education budget 
requests. 

'■■ During a budget review cycle there is nfever enough 
time/ knowledge , or resources to reexamine all past 
agreements or to reshape expectations sufficiently to 
make major departures from old policies. A budget 
represents a dynamic equilibrium among contending 
political forces, and budget changes represent agree- 
ments produced by shifts in the p<Slitical equilibrium, 
shifts that eu:e rarely dramatic, except in times of 
severe fiscal stringency or major political upheavals. 
Budgets are not some official's concept of a rational 
state plaui of action but are an accommodation of the 
conflicting values of many parties. Budgetary changes 
occur slowly, as emerging socioeconomic trends cind as 
hew knowledge and understanding aire developed about the 
character and implications of current allocations. The 
political equilibrium that shaped past allocations alters 
slowly, giving the status quo a considerable degree of 
legitimacy; changes are marginal (Wildavsky, 1964). 

The process of budget formulation becomes fraught 
with con fid ct and uncertainty when trends chcinge rapidly 
and there is a lack of consensus on facts, values, and 
courses of action, as is true today in many states. 
Since the budget process is relatively brief, with * 
limited resources for analysis and little time for 
building' consensus, fehe more that can be done to in- 
...crease agreement before formal development of a budget . 
request, the less strain there will be during review. 
Thcyre aure mainy techniques for increasing areas of agree- 
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xnent prioi: to formulation of. budget requests. Formal 
planning ±s perhaps the most organized approach to this 
problem. ' . 



Statewide Planning 

' \ 
Statewide plans ^create a common set of expectationr , 

focus discussion of issUes, arid limit areas for considera- 
tion-during budget review. Trends and values are reas- 
sessed during planning and expectations are reshaped in 
light o^ new knowledge of opportunities and constraints./ 
Criteria are established to guide desirq^d changes. 

Among th^ 17 states,. 13 have statewide plans for 
higher education. Four of the "plans ^e over five~^i5^r 
old, anc^all except one weie in the process of being re- 
vised. In fact%. ten of the. 13 statewide plans were 
undergoing revisions. The humbe? of revisions takang 
place, even of fairly recent plans,, is an indication of 
the iwpact of conten?)orciry demographic and economic trends 
on higher education. Among the four states «that lacked 
statewide plans, two are now preparing them. Only 
Mississippi and Nebraska lacked plans and were not pre- 
paring them. 

The period covered by pXais—the planni-ng-horx^on= — 
varied greatly amor^ the 17 states; it was five or fewer 
years in -four states and six to- ten years in six states. 
Four of th^--plans did not have a specific planning hori- 
zon. Some states are required by law to revise their 
plans periodica:ily.. In four states revisions aure required 
biennially and in one state. New York, less frequen;tly. 
The other nine states with statewide plans had no require- 
ments for their updating; in California, a 1960 plan was 
con5)rehensively updated in 1974 for the first time.. A 
joint committee of the legislature speeirheaded the re- 
visions, making California the only state where the 
primary planning effort was not conducted by the state 
higher education agency. 
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The contents of the plans varied across 'a host of ^ ^ 
*dinienstons . One approach to classification, although 
imprecise, is by the primeury emphasis, of the plan. Plans 
can stress: 1) the assignment of roles and missions to 
institutional units (structural functional^ ; 2) ^e 
planning^ process itself as an ongoing vehicle for program 
and policy 'review (phased process); or 3) the relationship 
between academic progrcims and institutions on one hand, 
and costs and fiscal factors on the other (budgetary). - 
ifiSnong the 14 states with plans or drafts available for 
analysis, ten were .primcurily structural functional, two - 
phased process, and two budgetary. The two plans that 
linked programs to' budgets were those of Hawaii and 
Wisconsin; both 6tatewide-govemiqg-board states having 
a strong interest in program budgeting. However, the 
plans of ieight states included some kind of fiscal pro- 
jections. Other major topics covered by the plans were: 

• 'Enrollment pr5:ijections (ten plans) 

• /Role anr" scope' statements (nine plans) 

^ Location or approval of new programs (eight plans) 

Location or approval of new can5)uses or schools 
(seven plans) 

. • Manpower prpjections. (five plans) 

•, Location or phase-out of prograims or caippuses ^✓-^ 
(two plans) . i , 
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•I Ceuipus enrollment ceilings (one plan)* 

Except in New York, executive budget offices and 
legislative budget staffs gave little explicit. attention 
to statei^ide plans during budget review, though most 
thought such plans wer4 useful. The contradiction is 
more apparent thcin real. , Plans involve ibngTterm social 
aspirati(i>ns and political compromises ihat give wa^"^ to < h 
short-term financial constraints, political priorities,. ^ * 
and*- newly perceived trends. They cannot con^firenend and 
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anticipate all of the details and constraints that affect 
resource F.ariocations in a particular year. * 

Many pl^ns still in use were formulated during 'a 
••period of increasing enrollments * and more plentiful re- ^ 
sources. Their ^character, was shaped by the problems, 
arid expecta^ons associated with growth. In most ^states, 
plans for the. future will of, necessity be 'concerned with * 
leveling and contractions resulting from decreasing enroll- 
ments and the lower priority currently given higher educa- ' 
tion by the public. One official noted that ho . politicians 
. are running for state, office on a platform palling* for - . - 
expansion of higher education, as was tr\ie in the edrly* • - 
1960s. State officials anticipate that the relative' 
priority of expenditui^es for higher education will ''de- 
crease further during, the next five years (Bowen & Gletav, 
1976). . - ^' 

Another factor that can lessen the usefulness of 
.plans is overreliance on the "rationality" of the document, 
setting goals and seeking consistency, through analysis • 
when there is no fundamental agr^eement on basic objectives- 
and processes. Plans without underlying ppiblic support 
and a realistic appraisal of^ state resources are not taken ' 
seriously. 

Most state plans we examined v/ere quite general* cui^dv • 
provided^ limited operational, guidance to policymakers, ^ 
Planning that probes too deeply, however, can raise 'too 
many divisive issues and create more conflict than ther^ 
is time or resources to resolve. Planning, when the pur- ^ 
poses of higher, education are being publicly disputed or. 
when funds mist be reallocated to prov^e for change., as 
is often the )case now, necessarily^ involves ^divisive issues. 
Phased procefes planning, which* reexamines st'ate assunptions 
an\d objectives on .a scheduled topicrby-topic basis., in 
many cases may t>e mor^ feasibly 'in today's environment ' * 
than attempts to reexamine comprehensively an entire state- 
plan, even though some broader strategic perspectives are 
needed^^GT^uide more selecti^re endeavors. 

In any. period, plans usually remain optimistic and 
thus have an expansionist bias . Higher education' has no 

. • • ■ . -177 ■ '' 



1 y 1 



desire to plan for fewer resoxxrces and decreasing public 
suppprt; such predictions may become self-fulfilling * 
prophecies. As Vermilye (1976) observed, "the tragedy 
of those who constantly prepare for the worst is tiiat 
they are seldom disappointed" .{p. 1). But unrealistic 
plans destroy confidence and bring discredit to higher 
education- . * 



Re/enue and Enrollment Projections 

A recent study by the Joint Econ6mic Committee (1975) 
and an article, ,The Second War B^tweer the States (1976) 
discuss economic and demographic trends in the states. 
Both population and industry seem t 7 he shift 'ng south- 
ward to the "sunbelt." This movement is decreasing state 
revenues and enrollments in the north and midwest while 
it causes increases in the south. In addition, short- 
terin economic fluctuations and enrollment chang*';'' effect 
the budget process. The budget submissions of institu- 
tions are shaped by their analysers of general trends 
and the circumstances in a particular budget year. 

The states generally project revenues, estimate 
enrollments, estciblish political priorities, and arrive 
at general allocations of funds euuong state programs 
before they receive the budgets. These estimates often 
are revised as the budget review process proceeds. How- 
ever, even when the general parameters of the state's 
allocation to higher education are set, they Eire often 
not communicated directly to institutions. To do so 
reduces the bargaining power of the executive budget 
office when more current revenue and enrol Imient pro- 
jections become available, and also tends to prejudge 
the persuasiveness of institutional budget ju3tifica- 
tions. The institutions attempt to get a feel for how 
"tough" a budget yecir it is likely to be, and what con- 
cerns and priorities state has, through informal 
contacts with state sf^if and by analyzing the implica- 
tions of state-level - iestiions, Howevi^r, in some in- 
stances lower-level itai>' di 1 go beyond the letter of 
their instructions to t Institutions with a feel 

for the revenue situation. 
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In many cases institutions make their own projefc- 
tions of state revenues and judge what proportion of the. 
increase they can safely ask for* One president said he 

' had a pool eunong faculty economists to see who came ^ 
closest to the state's projections. A statewide chan- 
cellcr reported that he prorates ant icipate4. annual 

'revenue increases among the various state programs and 
then asks for somewhat more than his "share." If he has 
a good case^ he out coirpetes other progreuns for state 
dollars . 

Institutions lose^credibility and the confidence of 
state officials when they ask for what is perceived as 
^ an unreasonedDly i'arge budget increase* and opeit them- ^ 
selves to very close state scrutiny. Yet if they ask 
for too little they lose the support, of their internal 
and external constituencies. In these circumstances, 
usually with little formal guidance from the state, 
institution3 have to perform a difficult balancing act. 



Other Environmental Factors 

Many other factors affect budget submissions, among 
them union activity and the timing of contract negotia- 
tions',' the impact of inflation, the demand for a major 
new program such as a medical school, the effects of 
audits and special studies, news articles, scandals, and 
scientific achievements. These are primarily short-run 
factors that affect one, or a few, budget cycles and 
represent fluctuations that may run coun^ter to longer- 
term economic and demographic trends and social priorities 

THE PROCESS CONTEXT IN WHICH BUDGETS 
ARE FORMULATED 

The process for formulating and reviewing budgets 
is constantly under examination and changes are made 
regularly, Mciny features of the process,, however, axe 
very duredDle and some changes are more cosmetic than 
real. Twel.ve of the 17 states prepared annual budgets 
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and five, biennial budgets. These budgets seldom seri- 
ously addressed requirements for years beyond those for 
which funds were being appropriated. 



The Time Frame of Budgets 

An institution of higher education is simultaneously 
concerned with at least three budget years: 1) the ap- 
proaching year for which a budget is being formul-^ted- 
the budget year; 2) the current fiscal year xn whxch a 
last year's budget is being expended- the current year; 
and 3) the most recent year for which a budget has been 
fully expended and for which the original budget can be 
compared with actual expenditures~the past year The 
relationship among these three budget>ars xs xlluslSTa^ed 
by Figure 6. 

fluong the 17 states, Hawaii, Tej:as, Virginia, 
Washington, and Wisconsin have biennial budgets For 
these states the current and iudget perxods each cover 
two vears. In Nebraska and Wisconsin higher educatxon 
budgets contain estimates for one budget per xod. beyond 
the innedi-ate iudget yearns;. Such future estimates 
typically are referred to as the iudget.year plus one, 
the iudget year plus two, and so on. In Nebraska the. 
practice of making estimates for the hudget year plus 
one was a carry-over from previous biennxal budgetxng; 
■ the estimated ai«Dunts Were the same for the budget year 
and the iudget year plus one, so the 1^^^^^^^^^"^!!. . „ 
obviously had little significance. Wxsconsxn was makxng 
a sirious. att^^t to provide estimates for two bxennxums 
to increase awareness of the longer-term xmplxcatxons of 
the iinmfediate biennial estimate and to create polxcy 
conrdtments. thus stabilizing the environment for longer- 
range planning. 

The trend in the states in recent years has been 
to move from biennial to annual budge'.s.- Annual budgetxng 
a^T^s the need to make long-term conndtments under con- 
ditions of shifting enrollments and revenues, changes 
can be made annually in response to new developments. 
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Figure 6 
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and xuid^sirable sitxiations cam be identified and corrected 
mor^ qxiickly. 

However, in all of the states we visited where bi- 
enniaO. budgets had been abamdoned recently, agency anA 
institutional budget staffs almost unanimously said they 
preferred tl^e biennial system. From a state-level Staff 
perspective , the procedural demamds of euinua lly formu- 
lating budget instructions, holding headings, and review- 
ing ^institutional budgets eliminated the time allowed 
under a biennial system for a more thorough amcf deliberate 
amalysis of substamtive issues amd studies of aureas of 
interest • Annual budgets also greatly increased the 
institutional staffs' workload and halved. the period for 
v^ich they could plan with considerable certainty. The 
states with biennial budget? typicfilly had some stater 
level reexamination .of budgets before the beginning of 
the second year, primearily in light of new enrollment 
projections and state revenue estimates, but .this review 
normally was not neaurly as extensive as the initial 
biennicil review* 

Lead Time for Preparation of Institutional Budgets 

A typical budget cycle starts in Jamuary, 18 months 
prior to legislative enactsnent , as institutions begin to 
prcpaure requests amd discuss their format and contents. 
Between March amd July the institutions receive state, 
budget guidelines, . amd they submit their budgets to a 
state-rlevel agency between June amd September.- The 
governor usually transmits the state budget to the 
^legislature in January and it is enacted between May 
'•and July. The actual timing and events during budget 
cycles are depicted for the 17 states in flow chairts 
in Glenny et al. (1975, pp. 261-362). 

These chaurts, one must remember, are for a specific 
budget cyt:le; the actual tiroes of events differ from 
year to yeau:. Also, events cam alter timing an<? .partici- 
pation, such as legislation providing budgetary authority 
to a stace higher education agency or the initiation of 
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a new program or formula budget format. The "dates when 
institutions begin formal preparation are difficult to 
specify precisely and vary among caucuses • Informal 
activities certainly tcdce place more than 18 months before 
enactment. The initiation of new budget procedures and 
formats and efforts at revisions may take place far in 
advamce of formal institutional budget submission. 

The institutions often receive state-level budget 
instructions after their budgets have substanti.Jiliy 
taken shape. Rarely are instructions issued as early 
as specified in the formal state schedule, but institu- 
tions have usually participated to some extent in 
shaping bhe instructions • In any cafe, they typically 
receive advance informal notice of th%.»ir contents. Late 
instructions can result from signific^int revisions :'n 
past issuances suid/or considerable dii-'^greement over 
their contents; in these situations the institutions 
sometimes find it very difficult to coaagfl^' with their 
provisions in time to meet submission deao^ines. 

The revision of budget formats to incorporate a new 
concept of budgeting creates a peurticularly difficult 
lead-time problem. New data and data structures often 
require the design of new data collection and accounting 
systems; such changes £u:e very expensive, take time to 
implement, and prevent maOcing comparative analyses until 
a new history has been coirpiled. An institution can 
seldom afford to revise historical records "to make 
year-to-year coirparisons. One president noted that it 
took his ccui?)us three years to regain the full usefulnesb 
of its routine accounting and information services after 
a state-meuidated change in budgeteury data reqxiirements. 
In roost of the. states that were attenpting to implement 
formal program planning and budgeting systems (PPBS) , 
little advance effort had been xnade to revise accounting 
and information systems. Data on program categories 
were often based on estimated or prorated costs that 
%rere not useful for management p\irposes once the budget 
was enacted. A budget format that is not based on 
ciirrently available data has little chance of being 
vised- for in^xDrtariiJ^ decisions. Also, program bouhd2u:ies 
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usually were different from formal organizational bound- 
aries and assignments of authority to make decisions. 

There are formal deadlines for the submission of 
institutional budgets to state-level agencies. Some 
states complied scrupulously with these deadlines ; others 
did not. Sometimes an institution submitted a "skeleton 
budget" to comply technically with a deadline, supplying 
the additional detail and justifications later. 

The deadlines for budget submissions appear to be 
set by age-ftcies working backward from the legal dead- 
line for siibmission of the executive budget to the legis- 
lature. Each agency atteii«>ts to secure sufficient time 
for its review but also wants the most recent data; com- 
promising between these peeds, a date is established by 
executive budget offices and state higher education 
agencies for receipt of institutional budgets.. Budget 
instructions incorporate these deadlines and are issued 
in advance of due dates to give institutions time to 
incorporate state requirements into their requests. 
' Table 21 indicates, for the budget year(s) examined, 
the interval between institutional receipt of state 
budget instructions and the time requests are due at 
higher education agencies an(? executive budget offices; ,! 

The period between institutional receipt of budget 
instructions and their deadline for submitting requests 
to a state-level agency varied widely. The type of 
higher education agency had little influence on the period 
although statewide governing board states gave institu- 
tions slightly less time to prepare requests than did 
coordinating agency and state department of education 
states (11.8 conpared to 14 weeks). 

There was a major difference in the time from issu- 
ance of instructions to executive budget office receipt 
of requests between states where budgets were reviewed 
by statewide governing boards and by coordinating agencies 
(23 8 compared to 16.8 weeks). In three coordinating 
agency states campus budgets were submitted concurrently 
to the coordinating agency and executive budget office, 
providing more time for executive budget office analysis. 
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* Table 21 

TIME INTERVALS BETWEEN INSTITUTIONAL RECEIPT 
OF STATE-LEVEL BUDGET INSTRUCTIONS 
AND DUE DATE - OF REQUESTS AT 

A STATE-LEVEL AGENCY . , * 



Number Time for preparation . 
Type of state higher of (iir weeks) 



education agency states Range 



Statewide governing board 


5 






Receipt by statewide 








governing board 


5 


6-20 


11.8 


Receipt by executive 








budget office^ 


5 


18-32 


23.8 


Coordinating agencies or 








state departments of education 








with budget review authority 


5 






Receipt by coordinating 








agency or state department 








of education 


5 


10-24 


14.0 


Receipt by executive 








budget office- 


5 


12-24 


16.8 


Coordinating agencies not 








exercising budget review 








authority 


7 






Receipt by executive 






11.2 


budget office 


7 


4-21 



In these states the executive budget office receives the 
statewide governing board request. In Mississippi the 
statewide governing board request is received by the 
legislative budget staff. 

Source: Glenny et al., 1975. 
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In the other two states, campus budgets were in- 
corporated into higher education agency reconimendations , 
that reached executive budget offices an average of 
18 weeks after issuance of instructions. 

Executive budget offices received higher education 
agency recommendations an average of 20.3 weeks after 
issnirig instructions. Where higher education agenciegr 
did not review budgets, executive budget offices received 
institutional requests only 11.2 weeks after issuing 
instructions. Apparently • institutions do not receive 
instructions further in advance of submission dates 
when fewer agencies review budgets. When higher educa- 
tion agencies become involved, executive budget offices, 
issue their instructions further in advance of the date 
they wish to receive requests to allow time for 
additional review. 



The time lapse between the issuance of budget in- 
structions and the enactment of appropriations for the 
17 states is presented in Table 22. Again, the difference 
among kinds of state higher education agencies is not as 
significant as ths difference within one kind. The state 
wide governing board states took an average of about ten 
weeks more than did the states where other types of 
state higher education agencies reviewed budgets. The 
process in states with coordinating agencies averaged 
about the same amount of time whether or not the state 
higher education agencies reviewed budgets. The process 
was somewhat shorter in the two states whose departments 
of education did not review budgets. (Since there were 
Qftiy two such states and they differed so greatly, this 
"^servation is not very mear.ingful. ) For the ten states 
whose state higher education agencies reviewed budgets, 
the average elapsed time was nearly 56 weeks; for the 
seven states whose state higher education agencies did^ 
not review budgets, 'the average time was about 46 weeks. 

While it would not be wise to draw too firm a set 
of conclusions from these figures, it does seem that the 
interval between instructions and- enactment tends to be 
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- Table 22 

I 

.INTERVAL BETWEEN ISSUING BUDGET INSTRUCTIONS 
AND ENACTMENT OF APPROPRIATIONS 



Type of s!tate higher 
education agency 



Number of 
states 



Number of weeks 
Rcinge Average 



Statewide governing boards 


5 

•\. 


44- 


■72 


60 


.4 


Coordinating agencies 












Reviewing t^pdgets 


4 


38- 


-66 


50 


.8 


Not reviewing budgets 


• 5 


36- 


-64 


49 


.6 


State departments of education 












Reviewing budgets 


1 




52 


52 


• 0 


Not reviewing budgets 


2 


28- 


-40 


34 


^.0. 
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shorter in states where state higher education agencies 
do not review budgets. Iristitutions do not gain addi- 
tional lead time by eUmination of state higher e<lucation 
agency review r.or do executive budget offices gain addi- 
tibhal tisie for review; the whole process is shortened. 
The introduction of a new agency, particularly a state- 
wide governing board, into the budget process tends to 
prolong it. The .executive budget offices have an in- 
flexible deadline fr,r submitting a budget to the ^legis- 
lature, so when a new review is introduced, time "usually . 
is added at the beginning of the budget process. However, 
in Illinois/ where the executive budget office does not 
V extensively analyze higher e,ducation budgets, the office 
receives the state higher education agency recommendation 
in December and is not required to submit a governor's 
budget until March. In some cases, the state higher 
education agency has insufficient advance" time for analy- 
sis In Pennsylvania the state department of e'ducation 
submitted its recommendations to the executive budget 
office after that agency's analysis had largely been 
coii?)leted, seriously undercutting the potential xnfluence 
of the deparlffcent's recommendations. Consequently , the 
timing of the. budget process was being revised for the 
next yeeur-. , , 

The legislatures in the 17 states studied have about 
six months to enact budgets, usually beginning in January, 
m Illinois the legislature does not receive the state 
" budget until March; this is also true of Tennessee in 
' e-iection years. In Kansas appropriations are usually 
enacted by May, two months before the fi-cal year begins. 
In Pennsylvania in recent years appropriation bills have 
been enacted as late as November, or five months after ' 
the start of the year in which they are to be spent. 
Late appropriations cause problems for institutional 
program planning; ^part of the fiscal year is gone before 
the total 'amount available for recruiting staff, nego- 
• tiating contracts, and other commitments is know. Further 
, more, the amounts to be requested often depend on the 
I amounts, previously appropriated... Budgets typically con- 
tain' at least data for three years: the actual expendi- 
tures of the past year, the appropriation, for the current 
year, and the request for the budget year. ■ Much analysis 
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is based on con^eurisors axnong the three years.. When the 
current yeacr budget is uncertain, l^ist-minute revisions 
must be made without proper review^ ajid consultation after 
appropriations are enacted, increasing the pass.ibility 
of error. In such circvimstsuices , the efficiency of both 
budget formulation ^d budget execution is greatly reduced. 
When budget submissions must be Submitted long before ' 
enactment of appropriations, a major ^problem is how to 
integrate new, data into a review process already well 
under way. Estimates in institutional budgets submitted 
before the end of the academic year' can be updated in 
July and August. Thus enrollment estimates become pro- 
gressively more accurate for .the current year through, 
the spring and summer,^ .by October ♦actual figures are 
often available and are used in reviews by exequtive 
budget offices and legislative budget staffs. Inqorpo-* ' 
ratinCf new data into budget requests* rec[uires much work, 
not only by institutions. State-level agencies must 
redo or update analyses, increasing the chances fof" error ; 
^d a great deal of confusion often results. The valUe 
of the new data, the extent to which old submissions must 
be revised or supplemented, ^d the extent to which »- " 
earlier decisions will be reopeA^d. must all be weighed. 
Better data is constantly becoming available-, auKj the ' 
point in time when the cost of further data collection 
smd'use outweigh its- value should be recognized. ' 

Budgeting for Different Segments of , 

Higher Education ^ " . / V 

In most states the major research uni-versities,* the 
other four-year institutions , and the two-year institutions 
have differing statutory bases that affect both how they a^e 
finsmced smd the budget process. Frequently there are dif- 
ferences in the degree of state control over the budget 
submissions of the major research universities 2ma those 
of other 'four-year institutions. In some states; state 
accounting £Uid personnel laws apply to the four-year col- , 
leges but not to the major universities. A good es^ample 
is Pennsylvemia, where the four major universities are 
termed "state- related" institutions and have considerable* 
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autonomy, while the state colleges are termed "state 
owned" and are considered state agencies/ subject to 
nost of the regulations and procedures of state govern- 
ment. These legal distinctions have some effect on 
state access to data and control over institutional, uses 
of funds but they do not substantially alter the basic 
approaches to analysis by state budget agencies. Analy- 
. sis is more difficult when data is lacking or is not 
casaparable, but state agencies still have discretion in 
arriving at totals based on their judgments. This is 
not always true, however, for two-year institutions. 

' There are' three kinds of two-year institutions in 
the 17 states: comprehensive community colleges (16 ^ 
states), vocational/technical colleges (five statues), 
and two-year branches of universities (five states) 
(Glenny et al.; 1975, pp. 240-245). The community and 
vocational/technical colleges were coordinated at the 
state level as shown in Table 23. 



Table 23 

TYPE OF STATE-LEVEL COORDINATION 
FOR TWO-YiEAR COLLEGES 



Two-year colleges by type of ^ Number of 

state-level coordination states — 

Community colleges 

Statewide governing board 1 
State departmiant of education 4 

Separate community college board ^ 8 
Combined two- & four-year board 

Total . ' 15 

Vocational/technical colleges 

3tate department of education 2 
Separate vocational/technical board 2 , 

Combined two & four-year board _1 



Total 



20 i 
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When the two-year institutions were coordinated by 
state depeurtments of education and separate two-^year 
institution boards, these agencies Were involved in 
developing state budget instructions, some using and 
supplementing those issued by state higher education 
agencies and others developing their own supplements 
to executive budget office instructions. 

In ail 17 states, two-year colleges received some 
]state general revenue funds. In the 16 states with 
community colleges, six states provided no local revenues 
and nine provided both state and local revenues. In 
Colorado, one set of institutions was entirely state 
supported while amother received both state emd local 
support. In the five states with vocational/technical 
colleges, four did not provide J.ocal revenues and qne 
provided both state and local funds. In the^ five states 
with, university ti;*o-year bremches, fou^: had no local 
support and one had mixed support (Glenny et al., 1975).' 

' .Table 24 summarizes the sources of revenues, aild dif- 
ferences in budgeting for the two-year institutions. Jin 
some states they -ire budgeted in the same, or nearly the 
same, manner as the four-year institutions. In other 
states they are budgeted differently, usually according, 
to a legislated formula based on attendance (Glenny et 
,al.; 1975). Wattenberger and Cage (1974) describe the 
various methods of financing two-year institutions. 

Generally two-year institutions that receive no 
local revenues are budgeted similarly to four-year 
institutions, with more flexible nonstatutory formulas 
or general ihdices of financial need «uid performance. 
However, when local revenues are available the states 
commonly do not have this flexibility, providing funds 
on the basis of a statutory formula. Then the total 
state contribution is determined by factors over which 
the state has little control, such as attendance or 
enrollments. 

Of the 17 states only Florida, Michigan, and Texas 
provided no local revenues for the two-year institutions 
but budgeted for them differently than for the four-year. 
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Table 24 . 

SOURCE OF REVENUES AND DIFFEREt?CES IN 
BUDGETING FOR TWO-YEAR COLLEGES 



' ^. N umber of states 

State State & 
revenues local 
Method Of budgeting onl^ revenues. 

Community colleges (16 states):, , ^ 

Similar to four-year institutions 6 u 
Different from four-year 

institutions • : ^ v 



Vocational/technical colleges 
(5 states) : ^ 

Similar to four-year institutions 

Different from four-year 
iiistitutions . . «. . 

University two-year branches 
(4 states) : ^ 
Similar to .four-year institutions 



0 
1 



^These numbers add to 17 for the ,16 states because Colo- 
rado is counted twice. The state system of community 
colleges i^ supported by state revenues and budgeted 
like the four-year institutions, while local community 
colleges have both state and local revenues and are 
■ budgeted on an "average daily attendance" basis. 

' Source^ Glenny et al., 1975, pp. 242-245. 
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institutions. Florida folly fvmds its 28 conominitY col- 
leges on the basis of a cost-per-studant formula th^t 
differs from the formula used for four-year institutions. 
In Texas only the vocational/ technical institutions: eue 
fully state funded; the communiti colleges received ^ 7iocal 
revenues and were funded differently than the four-i/car 
institutions. In Wisconsin the two-year branches of the 
university receive county funds for physical plaint cpn--^ 
struction but are budgeted for operating costs as part 
of their parent university. 

' ■ 1 

State-level budget agency staffs were dissatisfxied 
with the lack of state control over the amounts budgeted 
for two-year colleges under statutory formulas. ' They 
disliked the "open-endedness" of the formulas and their 
in^ility to use budgetary incentives to influence insti- 
tutional priorities.. The New York executive « budget office 
attempted to gain some coiitrol over statutory eillocations 
by building incentives into the formula Resigned tO' en- 
courage achievement of state educationial objectives. Tl^e 
president of one institution, however, felt that the in- 
centives, didn't work well because they contained con- 
flicting objectives and weres. expensive to administer. 

Four-year institutions appeaur unlikely to obtain 
statutory funding formulas as long as the states provide 
Host of their support. State budget agencies will not 
want, to give up the flexibility they now have in deter- 
mining the amoiints to be allocated. Arid it is probable 
that two-year institutions with statutory budget formulas 
may well lose them if they no longer receive local reve- 
nues. ' 

Statutory formulas help institutions estimate their 
receipts, create a more stcODle environment for planning,, 
reduce competition among institutions before state-level 
agencies, and link workload factors to funds in a pre- 
dictable way. However, they my be too stringent or too ^ 
generous ; adequate funds may be orovided during growth 
,^but not dttring enrollment dec'Jiies, and the state's 
ability to match revenues to appropriations is reduced. 
Thus uncertainty is increased for state-level agencies 
as well as for institutions. 
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. In a time of enrollment growth, statutory formulas 
tend to protect budgets from year-to-year economxc and 
political vicissitudes and from competition from other 
^nstatutory. formula-funded state programs. f^J^^' 
when enrollments decline, ^^^^"^"^y 

budget attrition because they use ^^^^^f^^^^^^^f • ^. 
Lrginal costs. Penalizing ■ institutions beca^ of their 

£ixL costs and reducing their ability 
nonstatutory formula-funded activities. J^^/^J^^^ 
corroborates Meisinger's (1975)' assertion that states 
atteraot to preserve flexibility when designing- and 
Spiking nonstatutory formulas. Nonstatutory for^las 
.do^nolnlthematically generate an amount of f f 
is then appropriated for higher education. A great de.al 
of Sgotiation over the design of the 2""-^- ^^freie- 
?o,^sure that allocations do not eicceed available reve 
nues and that proportionate amounts among 
are not greatly altered. The amounts' generated by non 
Stutor^ formulas are also manipulated by changing, ^ 
coefficients or by funding at a percent of the formula ^ 
generated aunount. ' ^ 

A further problem is the impact of formulas on the^^ 
high-quality major research universities, ^"^^^^f^jj . 
institutions require more money per student than do other 
SsSu^ions, aJd. the application °f ' 
tends to "average down" their budgets. The major uni 
versities are much concerned about the effects of . 
^:^las a^d resist their use. and data on ate revenues 
devoted to the different segments of ^^f- education 
seems to "justify their misgivings (Ruyle & Glenny. 
in preparation) . 

STATE-LEVEL ACTIVITIES PRIOR TO SUBMISSION 
' There are a number of ways in which states attempt 

to deteLine the character of the budget f-^P"^ 
bv ihstitutions and to shape institutional requests. 

Se SSSiions, for their" part. ^-Ploj — ^ 

to determine the intentions of state officials. 
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Agreement on Budget Formats 



Agreeinerit must be reached on the contents and format 
of institutional budget requests to balcuice state cuid 
institutional interests. State-level desires for data 
must be reconciled with the time available cUid costs in- 
volved in supplying it. The legitimacy of the data re- 
quested is also a matter for debate. If from cui insti- 
tution's perspective a state agency has'^no legitimate 
role in decisionmaking in a particular area, it is likely 
to resist providing relevcuit data* 

The extent of changes in the format of budget sub-, 
missions varies f rom yeeix^ to year but a primary-dis-- 
tihction can be made between majipr changes, occurring 
infrequently, and annual or bieiinial technical adjust- 
ments . - ' 
■ • , ■ •• ■■ ■ . • ■ ' \ ' 
.. ' ■ ■ ' - \ 

Major Changes in Budget Formats • Major changes ^ 
take place when a new concept of budgeting "is introduced, 
such as a new formula or a- program budgeting system.. 
Because such changes mark a sharp departure from past 
practices they are adopted generally only after con- 
siderable debate iand controversy. The adoption and use ^ 
of new formats require a substantial degree of con- 
sensus among state-level agencies cuid institutions on 
both the. desirability and the feasibility of the changes. 

A primary concern of institutions is the distribu- 
tive effects that a new format, or particularly a new 
formula; might' have--whether it will improve budgetary 
prospects or decrease them -relative to other institu- 
tions. One president coinmented..thatJlie__firs.t. examines 
.who benefits when a change in* formulas is proposed. A 
, ..second institutional concern is. over the possible inqpact 
o^i decision location. This concern was most evident 
when program buSg^t formats were proposed. A program 
' budget format seeks to focils state attention on progriuas 
and their results rather than on administrative pro- 
cesses and the uses of resourced. Data, on programs gives 
state agencies an opportunity to make decisions, or to 
second-guess decisions, that .^formerly were in the domain 
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of institutions. Institutions generally resisted this 
potential for shifting decisions to the state level (or 
It least enabling a state-level review). On the other 
hand, several institutions thought the provi^sion of this 
kind of data might enable state-level agencies to under- 
^stand their programs, leading to greater trust and con- 
fidence and discouraging their desire to intervene, and 
parhaps justify larger appropriations. 

A third concern of ^institutions was the lead time 
required to make major changes in budget formats. The 
data summarized in a budget is derived f rom^accounting 
and information systems that aggregate the "sults^f • 
huge nuifibers of separate l:ransactions . Each transaction 
^d^tains-a"set of data'that- is 

aggregation. Certain procedures and programs are ^^J^^ 
...to summarize this data, and the summaries are then clas 
' sifieTin different ways. Each of these, data summaries 
supports the decisions of a mix of institutional and 
•ex?SSl users. Staff haX.fe been trained in the^c^ing 
of data and the 4>rocedures for generating reports; 
Ssers^ve become -accustomed to the availability of cer- . 
tain kinds of data in certain formats. 

. A major change in the format of budgets disrupts 
""the whole system. Usually new kinds of data must be 
collected and aggregated in different ways. Users 
Sst adjust to Se loss of old data and learn to use the 
. data. Priorities in what, data is to be collec^d - 
generally reflect management philosophies and Pragn^tic 
concerns of decisionmakers. Therefore, 
. altet styles of management. F^requently , state-initiated 
• SSges fail to consider institutional needs 

ment^data. State assumptions about ^he management data . 
. needs of institutions were often unsophisticated. These 
issues. are discussed in much greater detail by Furves ^ 
' and Glenny (1976). 

A fourth concern is the ,.rieed for lead- time to alter 
data collection systems and to gain agreement on whether 
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the effects of the changes are really desiraODle. There 
must be sufficient tine to install new data systems emd 
to train staff to operate and use them, an expensive pro- 
cess that generally requires parallel systems for alt 
Ifeast a year until problems are ironed out. The costs 
of reco<}ing and reprocessing old records are so great 
that this is rarely done, and when it is done still 
results in loss of continuity of data. Comparisons 
cannot be made of yecor-to-year chemges, which is the 
most common technique of budget analysis. One reason 
progreun, plcuiningi and budgeting systems (PPBS) have 
not succeeded is that basic changes were not made in the 
data systems supporting the new budget formats. Doing 
so would have postponed in5)leiiientation of the new system 
for at least three years. In many cases , th^ chamges 
required would have added tcTthe costs of data~TOllect^Lon"r 
since little of the curreht data' could have been elimina- 
ted, as it was needed for internal management. The 
National Center for Higher Education Memagement Systems 
has tried to remedy this problem through its extensive 
work on institutional data bases eind structures. 

Minor Changes. in Budget Formats. . Minor changes 
are '^hose^ made to improve the current concept of state • 
budgeting. The chemges eare often, technical. The defini- 
tion of data elemerits--may be clarified, more con$)lex 
classification or new classxfication systems may be pre- 
scribed, or new analyses of existingf^data required. The 

changes also may involve adding or deleting data^from 

budget requests. 

Just because thfese chainges are described'' as minor 
does not mean they have little effect or sure easily 
agreed on. Chamging the classification pf a program can_ 

move it from one formula category to' another , . affecting^ 

appropriated amoiints. Paurticular dat^i definitions may 
reflect the nature of some programs mdre accurately tham 
others. New data' or deleted data cam extend or contract 
the pptential axeas for state-level decisionmadcing. 
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Definition of Budgetary Issues 

The issues that receive major state-level attention 
during the review of higher education budgets are often 
perennial matters; for example, salary comparability with 

-some set of institutions or another state, support for a 
long-desired. program, or phase-out of a long-disputed 
program. Many of these issues are surprisingly durable. 
New issues continually arise from many sources, including 
specific legislative plans, conclusions of policy studies 
or audits, and from systematic inventories of areas for 
periodic examination. In California, for example, the 
executive budget office staff identified over 100 higher 
education issues for the FY 1975 budget. After discussion 
with"' political leaders this was narrowed down to ..around . 

—20 _that actually ^receivedsystematic attention. 

Issiies shape the requests for information by state- 
level staff and the kinds of analyses prepared by insti- 
tutions. Early intelligence on state-level issues c:an 
greatly help institutions respond effectively to inquiries. 
They are less apt to appear inep^ and poorly manageS if 
they have time "to produce analyses responsive testate 
questions that also defend thei^^ractices^-These two 
■ purposes, of course, som'etimes are in conflict. In some 
"states, institutions submit preliminary budget estimates 
to st^te-level agencies, giving both parties a better 
feel for the size and contents of -the forthcoming budget 
..request and a chance for revisions. 

The" issues < that arise before budget review are sub- 
stantive as well as procedural. Substantive issues 
generally are communicated by visits ,c- phone calls, memo- 
randa, etc. They are not commonly the topic of the 
budgetary instructions . that all 17 states send to insti- 
tutions, which deal primarily with procedural matters. 



Instructions for the preparation of 
Operating Budgets 

State-level budgetary instructions to institutions 
generally set forth technical considerations, for example. 
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fornrulas for budgetaury calculation, assumptions on in- 
flation, salary increases, and formats for presenting 
data. Budget instructions can be issued by all three 
state-level agencies independently or jointly (Glenny 
et al. , 1975) —see Table 25. r 

Table 25 

AGENCIES ISSUING BUDGET INSTRUCTIONS 

' Number of 
Issuing agencies ^ states 

Executive budget office only 6 

Legislative budget staff only^ ^ 1 

State higher education agency \ only ; ^ 

Executive budget office and legislative 

~ "budge t s taf f-'^pint-ly \ : 2 ; 

. Executive budget of f ice- and state higher 

''education agency, jointly \ 6 . 

Executive budget office, legislative budget 
staff, and' state higher education^ agency 
jointly '[ \ - 1 

Total 17 



In 12 states' the instructions go to the individua:i cam- 
puses, in eight states to the inulticaxt?>us , systems, and 
in three states to the statewide governing boards. 

State-level agencies generally do not provide 
target figures or ceilings except in times of fiscal 
stringency. For the year examined, seven of the 17 
states issued budgetary targets. ' In only three was the 
target a specific dollar cunourit, in another three it was 
a percentage-increase limitation over the previous ye2u:*s 
budget. In the othe^r state — Florida — ^^the target was not,, 
specific but was implied by data on state revenue pros- 
pects and by guidelines for price increases furnished 
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by the executive budget office. The target amounts ap- 
plied to all higher education in five states but in two 
states were broken down by individual ceuinpuses. None , of 
the states atj:^inpted to set internal institutional priori- 
ties through use of . ^ceirgets. 

The value of budget targets is that they lower insti- 
tutional expectations, eliminate the costs of including . 
\mrea.listic requests in budget submissions, and force 
institutions to racJce priority chbices internally. The 
disadvantage, from a state-level viewpoint, is that 
institutions may not present new programs that could 
have a higher priority than their ongoing efforts? at 
.:}.east, state; agencies cannot make con5)arisons and ask 
ijuestions about' priorities. Institutions and some times 
state hJ.gher education agencies resist ceilings that pre- 
vent theq from making their- best case before the state. 
The Connecticut higher education agency, for exanpie,, 
did not comply with a percentage increase ceiling iii5)osed 
by .the govei;nor, contending that it violated their legal 
obligation to fully present the needs of higher, education 
to state ^ovemmept. - • - 

The budget instructions of most states require re- 
quests to be divided into the amounts needed: 1) to sup- 
port current levels of operation—what is commonly called 
the budget base; 2) to., support workload and cost increases 
'in. current' activities? and 3) to support new activities. 
The second category is frequently combined with the first 

..or third to make two categorias: the 2>ase and, the incre- 
ment* Sometimes institutions are asked to rank items in* 
the budgbt increment according to their priority. They 
may also be asked to indicate the lowest-priority items 

• in the base. * ^ 

V * ■ *■ 

Priority ramking would seem on the surface to be a 
sensible way for the states to get data to help, them make 
choices on budget allocations. Pres\imably, with this 
knowledge they could compsure the lowest-priority items 
of the campuses and base their recommendations on a 
better appreciation of institutional priorities. The 
logic of state recommendations would be clearer and the 
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Institutions would receive funds for what they, themselves, 
considered their most importcuit items. A state theoreti- 
cally could go even fxirther; the lower-priority items in 
higher education could be compeured with those in other 
sectors and political judgments made as to the best use 
of revenues - 

In practice, however, there was little evidence of 
success in getting institutions to list their priorities - 
This resistcuice did not appear to be the result of capri- 
ciousness or a shortsighted view, of budgetary strategies.. 
Classifying the priority of budget items can adversely 
affect institutions in several ways; 

• A program ccui be classified as low priority be- 
cause of its quality r^thier than because of its 
intrinsic \mportcuice- Siich a program may be sus-^ 
ceptible to strengthening- However, once a program 
is reputed to be of lower priority the designation 
tends to become self-fulfilling. Good people who 
are in demand leave and morale sags- Even i£ the 
activity is funded, as most tend to be, it will 
suffer as a result o£ the priority designation., 

• When cuiy program is threatened its constituency . 
^ is aroused, creating work and problems for , the 

leadership of cui institution- Institutional of- 
ficials have little desire to creatie such problems 
prematurely or unnecessarily - 

• Priorities are established within institutions 
through complex discussions cuid- bargaining between 
administrators cuid faculty, usually in light- of 
immediate, not projected, revenue constraints- 
The actual priority of various activities is hard 
to establish in advcoice of this time-consuming 
process! Instijiutions therefore are reluctant 

* to establish positions on issues before they. have 
beefi fully explored internally. The process of 
setting priorities at cui early date weakens the 
bargaining position of the administration and 
arouses unnecessary opposition- . 
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• Priorities shift over time and institutions 
are reluctant to terminate activities currently 
not thought important when they may some day 
prove tnore significant. The president of 
Pennsylvania State University described the 
trouble he had for many years maintaining support 
for the university's coal research programs. 
Today these programs have become a part of the 
effort to' find alternatives to the use of petroleum. 

• Institutions seeic to enlarge their budgets and 
, 'do riot, want to give state agencies easy targets 
and rationales for cuts iTiade as a result of reve- 
nue constraints. Consequently, they often rank 
popular items such as athletics as low in priority 
'I knowing they will not be eliminated by state budget 
agencies. ' / 

It is far more comioon to rank ^ new programs or activi- 
ties by priority than to rank those already in existence. 
P^tinful (iecisions on staff reductions and shifts, along 
with consequent morale problems, are not commonly involved 
in their ranking. 

There was no evidence that states compare the priori- 
ties of individual programs or activities across sectors 
such as higher education and public health; targets for t 
the totals in each area are establisheii and are changed 
when actual reviews indicate a greater or lesser demand. 
Coir?)etition among sectors takes place at ^this level, not 
on the basis of comparisons among specific components of 
sector budgets. , "'j ■ 



CONCLUSIONS 



. Institutions clearlY need to be more aware of the 
economic, demographic, political, and social context in 
which they are pursuing their budget objectives; in- 
sensitivity to emerging trends will certainly create 
problems when formulating and defending budgets. The 
institutions we studied often did not appear to be 
sufficiently cognizant of contextual realities. This 
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may only peortlyii^be the Vesult of a belated recognition 
of the political imperatives following the rapid growth 
and increasing. social importance of higher education. 
Aholfher cause may be the institutions' - insulation from 
" state-level concerns as a res\ilt of the organizational 
hierarchical layering, noted in Chapter 5. ^ 

Statewide naster planning is clearly of high imppr- 
,tance in gain-ing agreement on issues andgggeating comaxon 
expectations before formulation and review of higher 
education budgets. .Effective planning appears to be the 
best method for reducing the scope 'of reviews and limit- , 
ing areas of contention ^.^irig the budget . fomiilation • ' 
. process.- ■ ' ■■.■?. 

'J:: . ■ . . ' ■ ■ '•• ^ ■ '■ ^ - . 3 

Institutions typically have to make considerable 
progress in formulating their budgets before they re- 
ceive budget instructions; the states should mcike a 
conscientious attempt to issue instructions pronptly 
^jsach year, changes in instructions should be limited 
arid periodic, balancing their benefits against the 
substantial costis they impose on institutions; cuid should . 
V be made only after careful consideration by all state- 
level budget agencies and by institutions. . 

Annual.> rather than bienni al , budgeting generally . 
appears to create more problemif as a result of losing a 
longe?- time frame for institutional operational planning 
"cJid a heavier procedural workload for state budget agen- 
cies, than it solves in increasing ^ttentiveness to ^ 
/emerging problems. States may well Wcmt to reconsider 
the trend away from biennial budgeting for higher educa- 
tion. The University Grants Council in .England is • 
budget-Qd for five-year periods, with -a schedule of pro-* 
gram reviews during this period. Five years is undoubtedly 
too long for today's conditions of rapid change and econoj 
mic uncertainty. However, the stability and redirection 
of staff effort from procedural- to substantive issues 
afforded by a biennial system seems attractive. 

All state-level budget agencies and the "institutions 
must be. considered in the desigii of budgetary fomtulas 
and budget submi/ision instructions if these are to be. 
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fuiiy acceptable and effective in reducing ad hoc re- ^ 
quests for information and -in resolving conflicts over 
phildsbpiiies of budgeting • Too often the requisite 
^cooperjation was not foxind in the_17 states. 

Higher education's coinpetitive position for state 
funds may be impaired because of statutory formulas 
that allocate a high proportion of state funds to other 
..sectors. In times of enrollment declines statutory 
formulas can force reductions that exceed decreases in 
costs. ' ■ . . *! ' '■ 

r „ . 0 J 

/ Startles should approach carefully the problem of 
requiring 'institutions to set forth tzheir budgetary 
priorities. In many cases this issue can be handled 
with less damkging effects through confidential channels 
of coramihication between institutional and state officials. 
A better balance needs to be striick between public knowl- 
edge of institutional assvunptions, expectatiorv^, and 
desires, and the need, to preserve an atmosphere in which ^ 
e. productive intrainstitutional deliberations and negotia- 
tions can take place, avoiding unsought damage to programs. 

.9- ■ , 
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8. 

State-Level Review of Institutional Budgets 



It is, of .course, no wore possibly in uni , " 

versity than national government to gruar- 
antee, by any procedure or^by any system 
of information gathering and analysis, that ^ 
the "best" decisions will be taken on the 
use of resources, let alone on long-term " 
objectives* The very reasons why it is- 
. impossible to. secure agreement on the 
nature of "I^st" are also the reasons why 
no procedures or techniques can ^olve ail. 
problems. Some improvemknts may neverthe- 
leiss be obtained through an attempt to , ^ 
bring the most complete available informa^ 
tion, in what seems to be the most usable 
and relevant form, to bear upon problems 
at the point in the decisionmaking process 
where the most sensible deliberations can 
occur,, Thei aim is to substitute informed 
judgement for mere guess-work and, where 

: appropriate , reasoned argument and public 
debate for mere power struggles — mot that 

, hunch and struggle can ever be entirely 
elitainated from any process of govemmant* 
(Mqodie £ Eustace, 1974, p. 194) 

^ • . > , . . 

A great deal has-been written on the. need to inprove 
the review of budgets in general, and specifically those 
of higher education institutions. Much also has been 
written about techniques to-iir5)roye the review of budgets. 
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However, few of these prescriptions have been based on 
actual description and analysis of the budget process. 
Exceptions being those of Schick (1971) , Sharkansky 

(1968). Wildavsky (1964), and a few others. Most sug- 
^d^s for iu5>rove«ent of the budget P---^^^^^^ 
Lsed on normative models of decisionmaking,x«te^alidity 
of which is currently being <fuestioned by a numbef of 
?LoriSs. -The gap between theory .and practice has been 

loted by Wildavsky and Ha«*ann (1968). 

One of the difficulties faced by reflective 
^people engaged in budgeting is that they ^ 
hold implipit beliefs about desirable meth- 
ods of calculaticais— comprehensive and 

simultaneous evaluation of means and ends 
being considered as synonymous with ratio- 
nality-while they practice quite different-- 
incremental and sequentialr-methods. (p. 11)3) 

This chapter examines the review process in the three 
^Smary state-level agencies that examine hxgher educa- 
tiS^dgets: executive budget of f ices . legislative 
budget staffs, and state higher education agencies. We 
will dear with the sequence of the review process, the 
information that is reviewed, the time aval lable> for 
^li^s, some-constraints affecting, the review process. 
socd functions of the review P^^''^^^ ' 

budgetary decisions, and some limitations on the adequacy 
~ of reviews. . i 
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THE CONTEXT. oiF STATE-LEVEL BUDGET REVIEWS 
The Sequence of State-Level Budget Reviews 

usually a state-level budget agency reviews the 
budget recoLendations of the- agency or institution whos^ 
review preceded its own. , Campuses submit budgets to 
SIScaJ5>us systems or state higher education agencies. 
Sose^imnendations are .then reviewed by an executive 
Set oS!S whose reconiendations are in turn reviewed 
bv legislative budget staffs. In practice this order is 
St aSays observe! An executive Budget of f ice may 
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examine campus budgets, virtually ignoring multicaxnpus 
or state higher education agency recommendations • In 
Florida the staff of one of the legislative budget com- 
mittees reviewed the state higher education agency ' s 
budget request rather them the governor's. 

Agencies who m^e recommendations later in the budget 
process frequently do not wait for the recommendations of 
the immediately preceding agency before beginning their 
emalysis. More and more often executive budget offices 

receive campus requests at the same time that they are 

submitted to multicampus systems or to state higher ed- 
ucation agencies. The legislatures ^Iso sure more consnonly 
obtaining campus, multicaxnpus system, and state higher 
education agency recommendations at the same time "they 
go to> the executive budget office. In the legislature 
one house generally receives and considers the executive 
budget first,- but often staff of both houses begin their 
analyses as soon as budgets are available to them, with- 
out waiting for the recommendations of the "lead** house. 
In some states^ one house traditionally first reviews 
the governor's budget while in other states the two houses 
may alternate. These differences €md similarities can be 
seen in the flow chaurts of the process in the 17 states, 
included in the first volume of this study ^ (Glenny et al.!*,. 
1975). 

Despite these differences in the sequence of reviews, 
the process witMn the three agencies had memy similari- 
ties. When budget recommendations ^.were received by an 
agency they, were generally checked for acctiracy and con- 

V sistency with technical gijddelines and policy. In some 
states, such as Washington, a sepairate staff in the 
executive budget office receives the estimates and spends = 
a we^ or . so checking the accuracy of the calculations 

.before they are sent on to the budget analysts, but in 
most states the budget analysts first perform this check- 
ing. Once the accuracy of the estimates is settled the 
analysts review them to determine what the issues axe, 

. to seek answers, and J:o surrive at recommejidationsl The 
analysts' recommendations are then reviewed by their 
superiors eUid the political policymakers, and altered 
to conform with revenue constraints and political and 
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«olicv considerations. . The analysts may present their 
feciSerations as written evaluations or o"";^ ^^/"^ 
formally, particularly in smaller ^5^=^^-. ^^icy 

h^^'s^ rifiors!Tof SSe ii^s^ ; .■. 

S^nTgeSes this mightlrange from^J ^"ZW^^^J^^^- 
on institutional budget requests, ^^^^^^^fj'^^^,^^^ 
Tive budget office, to an extensive 

wit? both quantitative and narrative ^-t-f ^^^^^f ' 
The recoitimendations of the executive budget office are 
Ses^teHs th,, governor's^ budget or the f^^^^^^^H^'^^. 
5he recommendations of legislative budget staf fs , follow- 
ing reviews and revisions by appropriations committee _ ^ 
S^rs Ld cor^nittee "mark-up" sessions, -are.. incorporated 
into appropriations acts. 

' The differences in the political 1^^^^"^^^^°^,^;;" 
'three agencies have some effect on the internal review 
S budgets. The state higher education agencies have 
to prep^e a document for review by their ^^^<^^ Vfectivelv 

Se S^ rec^mmendatiohs, and these amended recommendd- 
Sons 2e then approved ^ther by the board o-^J^/^^^^^^' 
coLittee delegated power to perform this .^^^^ 
often had a subcommittee specifically- for financial matters 
^^at wSxed Closely with staff on budget issues during the . 
review process. ^ 

. The staff of the executive budget office also pre- ■ 
pares recommendations to present the leadership of 
their aqency. Top officials suggest reductions to meet 
SdgetS ceiling^ and for substantive policy reasons 
ScasiSilly increases are made. ^--^/^^^^^"S/'!" 
top officials generally are in close dontact with the 
. ^?ernor o. his inivediate ^^af f , .adding^up e^rging^ 
Sate agency requests and comparing them.with available 



revenues as well as getting policy reaction to emerging 
issue's. In New York, the governor's office was' given 
""executive budget off io'* recommendations some days before 
the deadline for printing.„the state budget. He reportedly^ 
made'- significant changes. In other states the governor 
was heavily involved in the review as it went forward, 
sbroetimes having . formal sessions with, the budget .analysts 
to go over their recommendations. 

The- typically fixed legal deadline for submitting a 
state budget to. the legislature necessitates settingf a 
time for completing material to be included in the'execu- 
tive budget, generally a large and conpliex docximent, well 
in adXrance of the date it inust go to the legislature.^ 
Many difficult and controversial decisions that have been 
postponed are finally made as the necessity to meet the 
printing deadline forces action. ^ 

The review in legislative agencies is particularly 
difficult to generalize about because, as noted earlier, 
staffs can p^ay many different^ roles as they^ssist com- 
mittees, blurring the distinction between the staffs" 

"^and legislators' roles. The existence in many states of 
both upper- and lower-house appropriations committees 
creates, special problems ih reconciling their typically 
differing recommendations. ^ Staffs often have to. complete 
their reviews before hearings with institutions begin. 
However, these, hearings ire sometiWs viewed as con.tribu- 
tihg to the analysis rather than as testing conclusions, 
in which case staff recommendations are presented to the 
legislators after hearings but before "mark-up" sessions. 
In California t:he .joint legislative budget staff publish 
a 'formidable document near the beginning of the leigisla- 
tive session, rivaling in size ai.d complexity the gov- 
ernor's budget. - Preparation of this documient necessitates 

.... a great deal of close, cooperation between the legislative . 
,and executive -l:)jidget staffs during formulation of the • 
governor's bu^iget, to permit the. identification of execu- 
tive recommendations and issues in time for their analysis 
'^and reaction in the legislative staff recomntendations. 
This volume, >together with the California governor" s 
budget," forms the basis for legislative consideration of 
the budget. ,/ • 
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The Tinie ' Available for State-Level Budget Review 
* • . *4 '• 

The anount of time available to agencies to review 
higher education budgets is. very limited. Most review 
takes place during the interval between the time the 
agency receives the budgets and the deadline for sub- 
mission of their recommendations to the next agency, or, 
in the case of the legislature, the beginning, of the 
new fiscal year. Table 26 . indicates the length of the 
budget review interval for each of the ttiree primary 
state-level higher education budget agencies. 

For the year examined, in the 17 st?:-^ the ten > • 
■'state^ highei education agencies that revxewed budgets had 
. an average of 10, 6 weeks in which to review and make rec- 
ommendations; the range was from four, to ^8 weeks. As - 
would be expected, the statewide governing boards had 
more time available than did coordinating agencies. For 
executive budget offices the review period averaged 15.1 
weeks, and the range was from eight, to 28 weeks. The 
legislative budget staffs had ^ .average period of 19.5 
weeks with a rarige of from eight to 26 weeks.. The Dpint 
legislative "budget staffs had nearly three Heeks more 
than did the separate legislative budget staffs of each 
house. The least time any agency; had for review was one 
month, the most was seven months. The total time devoted 
to budget review in the 17 states averaged 40.1 weeks, 
ranging from 24 to 56 weeks. The five states with 
biennial budget cycles devoted about 50 weeks to budget 
review on the average , somewhat more than the states, 
with am annual reiview cycle. ^ ; 

Tjhe dctual- time available to each agency for sub- 
stantive analysis an<r consideration of issues, is much 
less than the total amount of time between receipt of 
requests and submission of a recommendation. Actual 
review takes place after initial- checks on data accuracy 
are completed and' before the analyst's initial .recom- 
mendations are reviewed by political officials and 
printed as formal documents. This period, in- which a 
budget analyst reads documents, defines issues, seeks, 
data, reaches conclusions, and makes preliminary rec- 
ommendations, probably, ranges from one to four weeks in 
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Table 26 

INTERVALS BETWEEN RECEIPT OF FORMAL BUDGET 
' SUBMISSIONS AND ISSUAblCE OF AGENCY - 
RECOMMENDATIONS . ' " 



Number Budget review period 
of (in weeks) 



Type of a^gency states 


Range 


Mecth 


State higher education agency 


10 


4- 


18 


10,8 


Statewide governing board 


5 




18 


12,0 


Coordinating agency 


4 


6- 


■14 


10,0 


State department of education 


i 1 






8,0 


Executive budget office 


16 


8- 


■28 ' 


15;1 


Legislative budget staff 


17' . 


8- 


■26. 


19.5 


Joint legislative budget 










staff ' '" / J.^ . 


.9 


12- 


■26 


20.8 


Separate legislative / 










budget staffs 


8 


8^ 


-24 


18,1 


Total time devoted to 










budget review 


17 


24- 


-56 


"40.1 



Source: Glenny et al., 1975, 
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in the three agencies. ,.0f course, the analyst's recom- 
mendations are reviewed by his superiors, but in most 
cases- the total__nuinber of changes was s and tended 
to^deal wit^ major political and policy issues. On 
routine matters .the analyst's judgments w^re rarely 
challenged? if they were challenged, too frequently, that 
individual would likely be fired or transferred. Busy, 
superiors would have to spend ^an inordinate amount of 
time on one area of responsibility, something they could 
not afford. 

Some institutiorfauL officials, did not appear to, corp- 
prehend fxilly the significant role of the analysts in 
setting budget policy and totals. Their attention was 
.too often directed to top officials, and frequently tc>o 
late in the review process to affect recommendations. 
Top state agency officials will intervene wheij necessary 
to change an analyst's recommendations, but they are * 
reluctant to do so often. They rvui a risk challenging 
.the eaqpertise of the analysts and dislike giving a "v6te 
of no confidence" to one of the-ir staff members unless ' 
they feel there is an important reason to do so. State 
budget agency of ficials universally tended to trlast the 
judgments of^ their analysts and to distrust those of 
staff in other agencies, particularly those in institu- 
tions- 
There was a general tendency, illustrated in Table 26 
for .the review period to be longer for each successive 
agency, the state higher education agency having the. 
least amount of time and the legislative budget staff 
.having the most. Table 21 showed that institutions had 
from six tp 24' weeks to ptepare their; budgets after 
receipt of instructions, averaging less time than execu- 
tive budget offices t^d legislative budget staffs had 
for their reviews. Conseqvtfently , there were frequent 
^ staff complaints that hasty submissions had to be put 
^together, with each succeeding agency having a greater 
amount of time for review and criticism. Of course, all 
institutions and agencies 'know that a budget document has 
to be submitted at an es:tablished^time every year or two 
years, ''so caucuses can expe,c*-jbp develop^ their budgets 
without a great, deal of state-:l«/el guidance. The state- 
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level agencies also have consideraible knowledge of issues 
.before they-receive biidgetsv^^ 'i^ bidget 
formats that restructiire data also chamge the^ nature of 
analyses and lead to redefinitions of policy issues* 
Additionally, little actual analysis can be done without 
current data, and most such data is contained in budget 
documents* Most issues raised during the budget process 
have to do with proposed increases* Thes^ increases, and 
their rationale, aire 'rcurely known with sufficient cer- 
tainty to permit satisfactory analysis prior to the Re- 
ceipt of budget documents* 

One way in which state-level budget agencies attenpt 
to overcome the problem of limited time is to carry but 
policy studies and performance audits before formal budget 
)?eview. These studies define areas for attention during 
reviews and help identify data needed in budget submis- 
sions* in most^ of- th^4J -states the budget analysts com- 
plained that each new year they have less time than bfefore 
to undertake* such' studies* . The procedural demands of new 
systems, of program budgeting in the states . where they were 
being adopted have taken so much staff time that, less was 
available for substantive analysis. The., switch to annual 
from biennial budgets has also reduced time available for 
ih-depth studies* The cunount of time devoted to procedural 
. tasks versus substantive analysis has generally increased. 

On the surface, the demsuid for analysis of issues sug- 
gests a natural cpii?)atibility between, the units doing per- 
formance audits cuid those engaged in budget analysis. • 
Budget ai^lysts historically have conducted studies of 
particular facets of state government , similar in intent 
to performance audits.. As noted above, the growing com- 
plexity of the procedural aspects of the budget review 
process uses up time formerly available for such studies. 
In California an audit staff of 40 professionals was i 
created emd located, physically and organizationally, 
close to those engaged in budget analysis. The result 
was confusion over Uie rolesL of the tvro staffs. During 
budget review, top officials wished to ''consult with the . 
most knowledgeaible p^rsohs on particulsu: issues. In the 
£u:eas they studied, the performamce auditors ^naturally 
had the inost detailed knowledge, and they were consulted. 



They did not> however, have the dontextual knowledge, of . 
the budget anatLysts, whose responsibility it was to 
place issues in the broader context of statewide budg- > 
etary concerns. .The confusion over roles and . responsi- 
bilities led to a separation "of the two staffs. , 



sources of Information for State-Level 

Budget Revietf ' \ 

The information available to state-level higher ed- 
ucation budget agene?.es i>as t>een Extensively exandned 
by Purves and Glenny (1976). The primary information , , 
available is institutional budget request dpcunents, .- 
Budget decisions require the most current data, and the 
data contained in formal information systems— when these 
exist — are usually too outdated to be of much use 
when examining -changes in budgets. The data, for state 
planning, for reports to federal statistical agencies, 
and for management control is not necessarily the same 
as those needed to make bud^riary decisions. Further- 
more, the extensive collection of useful data is a. com- 
plex and time consuming process. Yet budget ahalysts 
want priority and need the most- current data. on a wxde 
variety of topics to make their . decisions . Thus., they 
commonly coii?)lained that information, systems were not 
producing the right data in sufficient time to support 
their needs"; " However, an information system that could „ 
anticipate a substantial number of budgetary decisxons 
would have to meet in^iossible standards of currency and 
coii?>rehensiveness . . ' 

There has been too. little appreciation of the 
iir^wrtance of the less structured and more elusive. data 
obtained from conversations, correspondence, and vxsfxts 
to can^uses-. From this information budget analysts 
gain many of the insights that form state agency per- 
spectives and conclusions on budgetary issues. Un- 
fortunately, too often budget analysts. have short tenure 
and therefore frequently lack, the knowledge that is 
accrued through longer . exposure to higher educatxon s 
characteristics and . circumstances . 
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Formal information. comes organized in many ways. 
Eatrlier chapters described) how budgets reviewed by 
state-level agencies might | be those of caunpuses, multi- . 
campus systems, state higher education agencies or, in 
the case of the legislature, the governor's budget. 
These budgets may preheat aata aggregated at the level 
of campus depsuctments , the cainpus as a whole, a multi- 
campxas system, or statewide for all higher educaition. 
The level of aggregation ok data can permit compeurisons 
across depeuctments , for exsL^le, among education or 
politiccij. iscience schools cln^vfiucious campuses, or among 
\ campuses or multi campus systems as a whole. In some 
states, such as Florida, b\iagets for campuses cfumot 
■ be identified within statewil^e totals that are presented 
to the executive budget .office^and legislative budget 
staffs. In others, even though a state- Jevel agency 
reviews a bxidget aggregated at tiie multicau^us level, . 
^ they may also have available ccunpus budgets"" for^Jbheir 
information. - ** " '^^^>.. 

When a multiccimpus system or a state higher, educa- 
tion agency reviews higher education budgets, it may 
retain the separate identities of campus budgets, either 
altering the amojunts requested and submitting new totals . 
or retaining the campus requests intact, but a!dding • 
separate recommendations for changes. Such a practice 
is termed an agrg^^ egated budget recommendation y In other 
cases the budgetj of individual cajopuses or multicaiipus 
systems may be merged so that the identities of si>ecific 
caucuses or systems are lost in the figures included in 
the statewide budget recommendation* —This is termed a ^ 
consolidated budget request. An executive or legisliative 
budget agency reviewing a consolidated statewide budget 
for higher education generally camnot determine the 
iiqpact its decisions will have on a particulauc casgpus; 
therefore decisionmaking on specific campus allocations 
is done at the state higher education agency, multicampus 
system, or ceimpus levels. This,. decreases executive and 
. legislative agencies' opportunities for making decisions 
on the basis of political interests, but it also lessens 
their sensitivity to the effects of their decisions since, 
they have less grasp of the details of caunpus activities. 
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Budget reviews by .state-l?vel agencies vary widely 
in their depth and breadth of analysis. A review might 
concentrate on specific detailed issues and examine a 
few or several of these issues in great depth. Or a 
review might- focus primarily on the total ^unts to be ^ 
appropriated and conformance of requests to statewxde 
plans and ppliciefe. -In the. latter instance the depth of 
review of specific issues is likely to be rather super- 
ficial. . 

Data con?)arability was a major concern 6f most state- 
T.evel budget agencies. Can^puses within the same state 
freguently used different accounting and information " 
' systems. Some progress can be made by installing common 
systems, but a number of cautions must be observed when 
4oing so. -Accounting and information systems must serve 
' the needs of caiis).us ' management j and these fteeds to some 
extent are always unique. Achieving con?)arability by 
depriving campus management of vital data will increaste 
costs rather than efficiency. In accounting systems as 
in architecture, form should follow function; Porcxng 
canpuses to j)lace data in inappropriate categories wxll 
not iii5)rove::the formulation of policy. 

•Data systems based on common def inxtxons and aggre-r 
gati'ons can obscure the^fact that, at some level of 
detail, no two programs are exactly alike &nd therefore 
' their costs to some extent fcre different.^ Too great a 
^ preoccupation with data-bgsed comparisons "leads to 

neglect of the actual EircuHstances, in5>erfectly portrayed 
by the data. In many cases subtle differences are more 
in^jortant. than obvious similarities. 

Some state policymakers, feel that state-level data 
needs are the same as those for institutional management, 
th^ only difference being that state-level" data is more 
aggregated' than that at the .caii?)us level. Purves and 
Glenny (197^) discuss the fallacy of this notion. Dxf- 
fereht decisions generally require different kinds of.^' 
data, structured in diffeirent. ways. State officials ^ho 
presume -that the data they need will be , equally .benef xcxal 
to campus officials are moire" frequently wrong than rxght. 



■ a ■ ■ 

State data coflection can rarely be justified on the 
basis of Any benefits it brings to campus decisionmaking. 
Too oft«n c<fentrali2ed management information systems are ; 
installed that eliminate local systems, and the discovery 
comes too late that the needs served by the local systeias 
cannot be accomnodated by the central system. The amount , . 
of diversified detail required by campuses is too greett 
to encon5)ass in one central system^ In addition, th^ ' 
costs of modifying a large conplex system tend to restrain 
desirable changes in data collection and analysis. Ef- 
forts to in5)rpve data comparability should continue, but- 
Vith cognizsuice of the problems discussed above. ^ 

State agencies seeking information can go either to 
^the state higher education agency, a multicampus system 
headquarters; or directly to campuses. Many„ problems, can 
be caused when an executive , legislative, or state higher . 
education agency official calls directly on caxapuses for 
data, bypassing. 'inteifinediate units. There is a great 
temptation to speed up the process of collecting data by . 
going directly to the most knowledgeable source;-^ but this 
is done at . the e3<^ense of the . intermediate organization. 
Going arouhd sui organization because it cannot promptly 
supply accurate data undermines its authority, and e^ven- 
tually it ceases to develop the reservoir of data needed 
to respond to requests since it is rarely asked. 1 

. ■ c 

Formal Budget Hearings 

Moat budget agencies use formal oy informal hearings 
or conferences^ with institutions, the character of which 
are described below, as an important cource of information. 

Number and location of hearings. All three types 
of state-level agencies use hearings to make budget de- 
cisioris. Teri^of the 16 state higher education agencies, 
14 of the 16 executive budget offices, and all 17 of the 
legislative budget committees held hearings. The total 
number of hearings held at the state level on higher 
education budgets ranged fr6m two in Mississippi, Nebraska, 
and New York to six in Florida. Table 27 summarizes their 
sponsors and the number of hearings completed immediately 
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TabU 27 

/' ■, BIBGET BEARINGS IN THE 17 STATESi ' SPONSOBS AND WIMBE5 
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• ' Total • 


6 10 


9 7 


7 12 • 


12 


58 



X Sponsored solelyby agency checked 

J Sponsored jointly by one or more state-level agencies (for example,, in Virginia the 
governor held a hearing, the upper and lower houses held joint he'arings, and the 
. lower house held another independent set of hearings). 

Source: ,Glenny et al., 1975. , , 



prior to .the collection of dataV These hecurings vcury a 
great deal among the" states as to^ 1) the sponsoring 
official/' 2) the instigator of the hearing, 3) the for-^ • 
inality of the session (s) , 4) the principal witnesses, 
5) who attends, 6) the recomxnendations under consider a-, 
tion, 7) the level ofdkta aggregation to which ques- 
tions are addressed (department, canqpus, multicanpus 
or statewide), 8) the cainpuses whose budgets eure con- 
sidered in the hearings, 9) the site of the hectrings, 
10) the length of the hearings, and 11) the total number 
of hearings. 

.> , • .. * 

As shown in TaQ^le 27, a staff member of the state 
higher education agency or the executive budget office, 
or political officials, the state higher education agency 
boar^, the governor, or legislative committees can spon- 
sor hearings. Hearings were sometimes jointly sponsored, 
for exaunple, by the state higher education. agency with 
the executive budget office staffs in Colorado, or the 
joint upper- and lower-house appropriations committees 
in New York. Jointly sponsored hearings were held in 
five of the 17 states. In at least one instance the* 
instigator of hearings was not the sponsoring official; 
in Wisconsin the state higher education agency staff 
hearings were held in response to caucus requests. 



Foriaality of hearings* Hearings may range from an 
informal meeting intended to gauge reactions to proposed 
actions, to a highly formal, structured session where 
designated witnesses testify. In Illinois hearings of 
. the state higher education agency' consisted largely of 
negotiations that took place over several months. In 
Florida, the state higher education agency hearings 
were more formal, with staff madcing presentations before 
the ch£mcellor auid the university presidents. There 
appears to be a trend toward making hearings? less fozmal. 
In two states, because of "sunshine laws," hearings 
were replaced by informal meetings. One official com- 
mented that> in open meetirfgs board members were less 
^effective in their questioning because they were afraid 
to appear ignorsmt in public. Agencies also, apparently, 
are apprehensive about publicly .revealing their priorities 
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and budget strategies in advance of. their presentations 
and ne^tiatioAs- with other state-level agencies. Their 
ability to congpromise and negotiate is-xeduce^ once a 
public positiorf is taken. 



WitJiesseis at hearings. The principal witnesses at 
. . hearings, those who nake the major presentations and re- 
spond to questions, are institutional officials or staff 
xnemters of "state-level agencies. Institutional officials 
typically provide the rationale for their requests along 
^ with evidence supporting the request. They also use ^ 
hearings as an .opportunity to appeal earlier decisions 
made by other state-level agencies. The staffs of state- 
level agencies generally present and defend their recom- 
mendations. , • 

Attendance at hearings is affected by such factors as 
• whether th^ hearings are public, the number of witnesses 
that can be accommodated within time constraints, and 
the size of the hearing room. In Tennessee the legisla- 
ture preferred to have only the director of the state 
higher education agency and presidents of the multican?)us 
systems present. Of the six states where the state 
higher education agency staff held hearings, three were 
open to the public. Of the ten where .state higher educa- 
' tion agency boards held hearings, six were open to the 
public. Of the 14 states that held executive budget 
office staff and/or governor-sponsored hearings, five were 
open to the public. Data was not obtained on whether 
legislative hearings were open or closed to the general 
public. In Connecticut, the legislature held a large 
\ public hearing neaf the end of its budget deliberations 
to solicit public reaction, rather like a New England 
town meeting. 

Attendance at hearings is shown in Table 28. In 
almost one-third of the states where the sta^e higher 
education agencies held hearings, they were attended by 
the executive budget office or legislative budget office 
staff. In fewer than half of the states that held execu- 
tive budget office hearings, these were attended by the 
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. . , • 'Table '2a , * 

NUMBER OF STATES H0IJ3IIIG HEAPJHGS WID TVPEfi OF OFFICIALS ATTENDING ■ 

i: ; 

Types of officials attending' hearings 

State ''EKecu- Legis- 

llunber number • , ' higher . tive , • lative 

of state holding • ■ ■ Multi- education budget budget 
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tState higher education 



agency staff 


16 


6 , 


4 ■ 


6 


b • 


2 




State higher education 
















agency board 


16 ' 


10, . 


9 


1 • 


b. 


3 


3., 


Executive budget office 
















or governor , 


16 


14 


10 


6 


U 


b 


1 

1 


Joint legislative budget 














coinittee 


9 


7. 


^ 5 


4,. 


6 


6 


b 1 


Upper house budget 










* 




b' . 


, conittee 


13^ 


13 


8 


5" 


9 , 


10 ' 


lower house budget 
















coDiittee 


13^ 


13,: 


8 


5 


10 


10 


b 



^Data oh attendance at hearings for two states-Mississippi and Tennessee-was not 'obtained 
and is not included in the tabulations, 'in Mississippi the two houses hold separite 
hearings and in Tennessee they'hold joint hearings, , 

Wt applicable . ■ , 

Source: Glenny et al,, 1975. 
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legislative budget office staff. However, the state 
higher education agency staff attended the executive 
budget office hearings in all but three of the 14 states 
having such hearings. In the seven states with joint 
legislative budget corrani ttee hearings, institutional, 
state higher education agency, and. executive, budget office 
staffs generally all attended. The sasae was true of the 
hearings, held in 12 states "by upper- and lower^house 
budget committees^ However, in some states where the ex- 
ecutive budget office and the legislative budget of^fice 
staffs were invited to the state higher educatioir-aigency 
hearings, they sometimes fediled tc^attend'^ 

Recoimendations considered at hearings. The hearings 
held by the state higher education agencies can focus on .. 
the budget recommendations of either the caii:5)uses or of 
mwlticaunpus systems. The executive budget office and 
governor can also exeunine the recommendations of the state 
higher education agency. At appropriations committee hear- 
ings the governor's recommendations are available and, in- 
some, cases, so are formal recommendations of legislative. 
4 budget §taff including those of the other house. 

Table 29 shows that the executive budget offices gave 
primary consideration to the state higher education agency 
recommendations in only five of .the 16 states that have an 
executive budget office. The legislative budget staffs 
used the recommendations of the state higher education 
agency as a basis for their hearings in only three of the 
. nine states witJi joint legislative budget staffs and in 
three of the 13 states with separate upper- and lower- 
house legislative budget staffs. More startling, only 
four of the nine states with joint legislative budget 
staffs used the governor's budget recommendations as the 
basis for their hearings. These joint staffs might have 
more time for independent analysis than do the somewhat •• 
smaller staffs in each house , but this practice of not 
basing reviews on the governor's recommendations seems 
likely to increase duplication in the budget review Pror 
cess. In the 17 states, joint staffs had an average of 
12.3 professional employees each conpared to 9.1 in 
lower-house committees and 6.5 for those of upper houses. 
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Table 29 
FOCUS OF HEAKINGS 
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, recommendations considered is more than the number of agencies holding . 
cause one hearing can deal with the budget recommendations of two or more 
ns. 

ented does not include that of two states-'Mississippi 'and Tennessee. 
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These figures ^ of course, do not reveal the extent to 
Mhich. cooperation exists between upper <- and lower-house 
staffs or how much time these staffs devote to higher 
education budgets. 

The budgets of all ceu[i?)uses were not necessarily 
reviewed. For example, the executive budget, office in 
Pennsylvania held hearings attended by the major uni- 
versities but not for the state colleges. In Michigan 
the governor or the executive budget office staff held 
sepeurate heeurings for the three major universities, but 
held he€u:ings for groups of three to five presidents for 
the other institutions. Hearings roost commonly took 
place in state capitol^, but in some cases they were 
held at caitqpuses, as in the executive budget office 
hearings in New York. 

The aggregation of data used at bearings. The degree 
to which data is aggregated into campus, multiqampus, and 
statewide totals has an impact on the. kinds of issues 
identified and the kinds of decisions that can be made 
by state-level . agencies. Examination of multiceunpus system 
and state higher education agency* requests focuses atten- 
tion on ""issues raised by those organizations in contrast 
to those v^of cainpuses. 

Data used in hearings may be totaled by subcampus 
units such as departments and research centers, or by 
functional categories such as student services. Totals 
also tnay be aggregated for the ccunpus as a whole, for the 
multicampus system, or statewide. Data aggregated at the 
multicampus system and the state higher education agency 
level is likely to preclude, or at. least discourage, de- 
cisions made on the basis of idiosyncratic campus interests 
Attention, is focused on the requirements of the total 
system rather than on those of separate caucuses." 

A focus on subcampus or campus data at hearings pro- 
vides a means for these units to nlake their cases before 
state-level agencies on the merits of their individual 
<lfiircumstances. However, it also provides state agencies 
with data that can allow ^substitution of their judgments 
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for those of campus officials. Politicians ccin use dis- 
aggregated, data to award funds on the basis of noneduca- 
tional and regional benefits or personal self-interest 
rather than on^the basis of educational merit. A focus 
on campus data ccin also have the effect of sijbstituting - 
governmental and local caii5>us judgments for those of the 
multicampus systems, and the state higher "education 
agencies. A campus can use executive and legislative 
■possession of its data to "go around" multicampus systems 
and the state higher education agency officials. Simi- 
larly, these branches with detailed data can bypass 
intermediate levels and go directly to the can^)uses. 

Length of hearings. The length of hearings^ varied 
greatly between states and over time within the same state. 
Generally, a hearing took up to a half-day. The legisla- ' 
tive hearings were .generally the most detailed cind time-* 
consuming. The total time spent on all of higher education 
legislative budget hearings exceeded six days in six of the 
17 states (Glenny et al., 1975). More significant, per- 
haps, is the total number of bearings that the , institutions 
have to attend. As shown in Table 27, the number of hear- 
ings in the states ranged from two to six. 



The, Impact of - Revenue Constraints on Review 

of Budgets r, • 

The limitation that revenue estimates place on budget 
allocations is the most significant factor affecting the 
state higher education budget review process. At least 
35 states have specific constitutional provisions pro- 
hibiting deficit spending. In five other states consti- 
tutional provisions limit the size of deficits.* One 
state constitution requires a budget surplus in ciny year 
that follows a deficit budget, and four have statutory 
provisions requiring the presentation and enactment of 
a balanced budget- Only four states can legally enact 
budgets that project a significant deficit (Joint. 
Economic Committee, 1975). As a result, of these limits^ 
the overriding concert of the budget review process is 
reduction of amounts requested by agertcies to produce 
a balanced budget. ^ " 
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The states are under a great deal of pressiire to 
appropriate all of their revenues* State .treasuries' 
balances are the teirget of various interest groups; and 
there is virtually an unlimited demand for worthy uses 
of state revenues. Nevr problems are always demanding 
attention and qualitative in^rovements can be made in 
existing programs that will marginally increase the 
public welfeure. Given these circumstances, the major 
control on state appropriations is not state plans and 
policy obj^btives but the. amount of revenue that can be 
rad.sed. Operational priorities are largely set during 
the budget process, not the planning process* Public 
preferences for allocations between private and public 
purposes cuid among, public programs over the longer term 
esteO^lish major priorities. Plans establish common 
assumptions, evaluative criteria, and common expecta- 
tions, but short-term operational decisions get made 
in a context of revenue constraints, consequently, a 
distinction can he drawn between budgeting and planning 
that too frequently has eluded those seeking to marry 
the two processes. Budgeting is program-contraction 
driven, seeking .reasons to justify reducing demands to 
fit revenue limitations. ' ©uring budgeting, specific 
detailed decisions have to be made ^bout funds needed 
to carry out a multitude of pxirposes. Plcinning, in 
contrast, is program-expansion driven, seeking a rationale 
for providing more and better services, requiring more 
resources. Too much detail in plcin^ is vinrealistic; 
powers to predict are limited and consensus frequently 
cannot be achieved when dealing with specifics without 
revenue and time constraints to force choices. 

This divergence between the requirements of budg- 
eting and those of planning adversely affects efforts 
to coordinate these activities at the state level. The 
relationships between planning and budget review staffs 
are often uneasy. A good deal has been written about 
integrating planning and budgeting but no ideal solutions 
seem to have evolved. Wildavsky (1973) notes: 

Thus planners are the natural allies of 
large spending departments, whose projects 
they believe desirable to promote economic 
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growth* For this ceune reason, planners are 
also the natural eneniies of financial con- 
trollers, who wish to place limits on ex- 
penditure and to preserve their authority 

. to do so by maintaining their right, to 
approve allocations within the total. 

- (p. 94) 

The essence of planning is establishing stable conrndtments- " 
of .resources to accon^lish specific ends. However, chang- 
ing revenue prospects and shifting political priorities 
create, the need for flexibfility in allocation of resources-. 
The long-term, coherent program objectives of the planners 
conflict with the short-term constraints and political 
demands placed on budgeters. In this conflict planners 
are accused of utopianism and budgeters with maJcing de- 
cisions that lack coherence and consistency. 



The effect of revenue ceilings can be seen in enroll- 
ment estimating. Enrollment projections are the most " 
significant , factor influencing the amount requested for 
higher education . During the budget process agreement is 
reached, or. a legislative decision is made, on how much 
will be appropriated based on enrollment' estimates. Should 
these estimates prove too high after appropriations'" have 
been enacted, the state frequently does riot permit the 
"excess" funds to be spent, or fun3s are withheld the 
following year to compensate for the previous year's lower 
enrollment. However, when enrollments turn out to be 
larger than anticipatfed, states rarely provide the funds 
required to support the added students. The principles 
that supported the original Budget allocations typicalJLy 
core breached to avoid exceeding spending limitations. 
Revenue limits triumph over the principles a planner ' 

would promote: maintenance of policy consistency. 

.... • • • 

Small changes in either revenue or enrollment pro- 
jections can have a signifi^cant inpact on the size of the 
higher education budget. Since both revenue and enroll- 
ment projections are at best informed iastiraates, there is 
normally some conflict between the agencies producing the 
projections 'and those whose interests are affected. A 
governor who wants to increase higher education budgets 
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is likely to prefer.an optimistic interpretation of reve- 
nue and enrollment prospects. . A governor who wishes to 
contain higher education is more likely to want a con- - 
servative interpretation., of these projections . Conse- 
quently, budget officials are likely to be critical of 
projections that conflict with executive aspirations. , 
Legislators have similar interests. In many states both 
revenue and enrollment projections are prepared by two 
or more state agencies. This leads to.. problems 
achieving interagency consensus, particularly when the 
legislature is controlled by one party and the' executive 
by another. In states that had single professional state- 
level' staffs producing each of these estimates, whose 
competence was generally accepted, less ,^ime. seemed to 
be wasted in fruitless debates sometimes concerned iiKjre 
with political interests than accuracy. ' . 

State Agency Discretion to Allocate Funds 
for Higher Education 

A large portion of stat^ revenues are allocated on 
the basis of formulas established by law. For example, 
• typically elementary and secondary schools receive state 
monies on the basis of aver,age daily attendaijce at each 
school or school system. Welfare recipients are entitled 
to amounts established by law for all who. ..qualify. Other, 
state funds are allocated to meet federal matching require- 
ments. Of the money that remains after the. states have 
\met all of these "uncontrollable" budgetary requirements, 
the largest amount is devoted to higher education. With 
tke exception of two-year polleges in S9me states and 
statutory- formulas providing funds to independent insti- 
tuti^ons in others, the monies provided to higher education 
can b'e allocated, at least in theory, at the- discretion of 
those reviewing institutional budgets. 

In some states formulas have been developed and 
adopted by. legislative mandate or by policy decisions 
that allocate funds among institutions. However, in none 
of the' 17 states did these formulas guarantee higher ed- 
ucation a particular sum.. The formulas. were either de- 
veloped with aVrealistic eye on the amount of. funds 
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'available r as in Texas, or the states appropriated some 
percentage of the formula-generated amount, as in 
Washington. Given the requirement that states must 
..balance their budgets, they are not likely 'to give up 
their ability to control i higher education budgets by 

enacting inflexible statutory formulas o 

_ ^ i • - • 

This discretionaury nature of the funds allocated 
to higher education tresults in its budgets being among 
the last considered during reviews. The higher education 
budget often takes up the slack between . state revenues 
cuid coii?>eting demands. -States generally try to prorate 
budget reductions across vatrious prograuas , for the con- 
cept of equity is very powerful; but discretionary 
higher education appropriations are particularly sus- 
ceptible to budget cuts. ' ' 

When cuts are required to meet revenue constraints ' 
the resulting decision^ can Bib. justified on technical ., 
or political- grounds, or both. Technical Justifications 
contain such assertions as: Institutions could not spend 
a bigger increase efficiently; there are not. enough 
facilities to house projected enrollments^ or enrollment 
estimates are* likely to be lower than originally expected 
because new assun^t ions' appear more realistic. Politiccd 
justifications contain statements such as: The procfram 
does not meet state priorities; educational quality will 
not- unaqceptably deteriorate with a small increase in 
student- faculty ratios; or enrollment ceilings are justi- 
fied because those .potentially excluded are not likely 
to do well enough in higher education to profit from the 
experience. An important distinction between such de- 
cisions made during budget review and similar decisions 
made during planning is that budget ceiling decisions 
create a need for plausible rationales to guide or, f re- . 
quently, to explain cuts made to meet^ constraints; the 
activities are not eliminated because they are intrinsi- 
cally undesirable. ^ 

Institutions attempt to reduce uncertainty resulting 
from the discretionary nature of state budgetary alloca- 
tions in a number of ways. Wisconsin was attempting to 
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produce multiyear- projections .of budgetary ne^s to gam , 
some measure of commitment to policies ; if not the spe- 
cific amounts contained in tlwt 'projections. Given the 
political envitonment, however, governors and legislators 
!are understandably Reluctant to make, advance commitments 
or. decisions before they are absolutely necessary. 

Another approach to reducing uncertainty is gaining 
acceptance of the concept of "fair shares." -fhi? approach, 
advocated by The Carnegie Commission on Higher Education 
(1971) , involves getting a state to accept a ratio among 
the percentages of higher education costs borne by the_ 
various parties: the students, private donors, the fed- 
eral government, lopal governments, and the state.' MoSt 
states view their appropriations as. the amount needed to 
make up the difference between an acceptable definition 
of institutional need and the amount institutions can 
obtain from other sources. Tliis does not motivate insti- 
tutions to increase their nonstate revenues and .m times 
of fiscal stringency may lead -to a declining state share . 
of total -institutional revenues since no standard- of fair 
sfiares is accepted. In recent years there has been a , 
-trend in some states— Maryland, for example— to increase 
tuition to compensate for a lowe'r sta.t4 proportion of 
their revenues. Es^ablikhing a "fair share"- principle 
helps solve this problem but in difficult times. states 
will probably be strongly tempted to violate such agree- 
ments. Formulas are another way to establish standards of 
dtate support based' on a consensus that one hopes will • 
prove. strong enough to withstand temptations resulting 
from shifting revenue prospects. 

. : . . •■ ^ . 

THE PROCESS OF STATE- LEVEL AGENCY 
REVIEW OF BUDGETS 

Budget review performs a number of tasks. Consensus 
must be reached on how to allocate'resources in accordance 
'with political realities and technical constraints. These 
TDUst be identified to determine th6 feasibility of de- 
cisions. Knowledge must be gained of current allocations 
of resources to determine their legitimacy. Knowledge ^ 
about the consequences of proposed allocations-must be ^ 
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developed to miniioize unintended ieffects of decision?. 
How decisions to c^irry put these £uiK:tions are made is 
exaunined below* 



Decision Areas 



Budgetary decisions can be inade across a number of 
areas, including the following: 



• Budgetary decisions escplicitly or in^licitly 
determine tl-xe sources of revenues for higher ed- 
ucation— -the shaure \pf the costs borne by students, 
private donors, institutional enterprises, and 
.different levels of goveminent. 

• Budget decisions explicitly or inplicitly, 
affect the distribution of the 2?enefits of 
higher education eunong' persons with p£u:ticul£u: 
social, economic, ethnic, or geographic back- 
grounds'. 

• Budget decisions influence whether the primary 
. recipients of funds are institutions , through 

direct appropriations, or students, through grants, 
loans , and tax reductions for ^themselves or their 
parents. cutback in direct appropriations to 
institutions forces greater reliance on student 
tiiitions and fees; these sources then becir an 
increasing proportion of the costs,, creating pres- 
sure for direct grants, loans, and tax-breaks. 

• Budget^ decisions affect thd distribution of 
funds among missions (instruction, research, and 
service) , levels of education (undergraduate, 
graduate, and continuing> , and programs (profes- 
sional preparation, disciplinary fields, areas 
of reseaucch, and public seirvice enterprises) . 

• Budget decisions, distribute funds among various 
functions performed by institutions by supporting 
progrcuns such as libraries, student service;?, 

-health services, central administration, plant 
" maintenance, and nany others. 
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• Budget .decisions allocate funds among various 
objects of expenditure, for example , staff salaries 
and be«efits, trsv i expenses, supplies and equip- 
ment i • .. 

• Budget decisions are made on the availability 
of inputs to higher education such as studentj^, 
faculty, and goods and services. 

• Budget deci ■ i ons are made on the capacity of 
■institutions to accommodate students and programs. 

• Budget decisions are made on the basis of 
society's deraahd for graduates , research , and 
services, and for various fields, of study. 

This listing is by no means complete there are 'com- 
plex interrelationships among these classes of decisions 
•S specific situations. The list merely illustrates the 
conplexities of the budget process, and shows why alV _ 
S^ible budget decisions in all possibly areas are not,. , 
SS^ed each year. I^e futility of totally -^"J--^ 
or "zero-based" budget reviews is apparent. Aside from 
the- impbssibility of total comprehension and analysis of 
•an area as large and coinplex as higher education, there 
is little reason to reexamine areas where a high level 
of consensus exists, where possibilities for making^ 
changes are small, or where costs of analysis exceed 
potential benefits. 

Teclmiques of Analysis 

The uses of information and the kinds of analyses 
. eii5.1oyed in the review of budgets were examined thoroughly 
^vZves and Glenny (1976). One. of the most common 
techrlques is the use of comparisons. The ^°^^'i'-^°J^,. 
SerSst frequently were those relating proposed expendi- 
SesTexpenditures of previous Years. Previous expendi 
;2es have^t tests of equity and legitimacy sufficient 
- for' their acceptance ; they have the stability of the 
status quo. The status quo generally had a maasure of 
acceptaSe even when there were cases of seeming inequity. 
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Changes proposed to correct inequities rarely were inade 
if one of the parties would lose funds in the process. 
For a change to be adopted each paurty generally had to 
gain something* x 

' Another type- of con5>cu:ison was examination of cost 
differences eunbng progiains> functions, cuid objects of , 
expenditure in departnients/ campuses; systems, or states, 
with the objectives of ascertaining whether other insti- 
tutions or activities perforraed con5)arable. tasks at a 
lower cost and whether there was coinpcurable funding for 
comparable activities. State higher education agencies 
had an interest in interstate con5>arisons but e3«;ocutive 
budget offices and legislative budget staffs focused 
more frequently on withih-state compcurisons. Unit-cost 
con^risons rarely provided^a basis fcr decisions on 
ispecific issues: programs are never c;on^letely . com- 
paurable, accounting systems cUid information systems 
employ different definitions and conventions for aggrer- 
gation of data, and considereible discretion always 
exists in assigning podes .to individual , trcuisactlons; ; ^ 
The primiary usef\ilrtess of such studies was that they 
identified areas where costs appesured to be out of line, 
perinitting more selective, detailed examinations • Unit / . 
costs were, however, being used as a basis for budget \ 
formulas in Tennessee smd Florida. Their usefulness 
rests oi^ whether they more accurately represent costs 
than formpolas based on factors such, as level of courses > 
types of. instruction, and student- faculty ratios. 

A third type of budget cofl?)cu:ison was relating 
institutional practices to normative standards, which , 
may or may not have o: basis in act\ial escperience. A 
common example noted was state coii5).arisons of insti- 
tutional management against a ..theoretical model of an 
efficient management decisions process. , Cpn^ared with; 
these ideals, of course, institutions were usually | 
fomid wanting. It appeared that younger, less experienced 
budget analysts unfamiliar with higher education and its 
practices were most likely to use inappropriate norma- 
tive standcurds. Many misunderstandj.*Ags and interagency 
hostility could be traced ;to unfair comparisons. , 
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Another analytic technique was the use of ratios 
such as the nUnber of students per faculty member, the _ 
nuniber of maintenance personnel per square foot of build- 
ing space, and tho number of administrators per faculty 
meLer. Less direct attemp -s were made to discover the 
-priority of and real need for items in, the budget. On- 
site examinations sometimes were made of the state ot 
repair of buildings; if the quality of maintenance 
appeared to be declining that was sometimes taken as 
evidence that the budget for such activities had been ^ 
reduced too much. Another technique was to propose cuts 
in an area and then try to gauge the strength of insti- 
tutional^ appeals , which presumably gave analysts a _ 
better sense of institutional priorities. As noted in . 
Chapter 7, some states required institutions to ^.ist 
their priorities in budget -submissions, but state-level 
budget analysts generally found these rankings insufficient 
for their cinalytical needs. 

-> ■ Budget analysts engaged in -workload measurements 
' to' some extent, such as requesting breakdowns of the 
workload of faculty and performance measurements such 
as the time- tor degree .of graduate students or the . 
transfer rate of two-year college students to four- ^ 

year institutions. No entirely ^^'^^^l^l^ ^^^''^Tl^Z 
Lde to relate costs to the outputs of higher education. 
The problems of output measurement and the related prob- 
-lem of measuring educational productivity have been 
explored in detail by Wallhaus (1975). The article 
■ in his volume by Meisinger, Purves, and Schmidtlein 
(1975) examined this problem in the light of informa- 
tion gained during the course of this study of state 
higher education budgeting. 

The B3Lses of Allocations ^ 

The different methods of structuring budget deci-. ^ 
sions provide different basoi^ for making allocative 
judgientsi The incremental approach to budgeting 
Places a great deal of weight on historical costs. 'The 
Swa abroach en?.hasizes allocation of funds on the 
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basis of statewide averages. Program budgeting empha- 
sizes the judgments of policymakers. Each of these bases 

* for 'allocation has strengths and weaknesses. Historical 
-costs may not reflect changes in priorities that have. . . 

. taken place. Using statewide averages leads to ignoring ■ 
unique characteristics of programs and caucuses r and also 
leads to an "averaging down" effect, since state policy- 
makers tend to think of the least expensive program as 
the roost efficient. Because the program is surviving, 
it has demonstrated the feasibility of operating at a 
lower cost. This leads to pressure to reduce the costs 
v^f other programs to match those of the least-cost 

. example, and siabtle quality factors easily can be ignored. 
Major universities were particularly apprehensive about 
state formulas for fear that their higher-cost programs 
would suffer by comparison. Since neither historical 
- costs or systemwide averages can accurately reflect the 

. actual costs of diverse/programs and institutions, a 
good argument can be made for using some discretion when 
allocating f\inds. However, a good deal of dissension 
occurired in states wher** institutions did not clearly 
understand the basis for making" allocative decisions. 
„ Favoritism was frequently charged and interinstitutibnal 
cooperation was hindered by suspicions of unfair, practices 
It is obvious that a fine balance must be established 

" among historical costs, comparative costs, and informed, 
judgment. Aii effective allocative process must allow 
for all three to accurately match budgets with legitimate 
costs. 

Structuring Budgetary Decisions 

The lengthy list of decision areas, the intricate 
^ interrelationships among them, and the 'limited amount of 
^ iiime and staff available for reviews means that deci- 
sionmaking must be structured to siin^^lify the process of 
choice. One attempt to dol so is the increwental method 
of budgeting. Another is the formula method. 

The incremental approach separates the budget 
; request into : \ . ' . 
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• the "base" aitiount received by the institution 
the previous year adjusted for .annatlized program 
costs and other factors such as salary longevity 
increments; 

^ • increases needed^^'to maintain the program levels 
of the- previous year given workload increases, 
inflation, arid technological changes; and 

« increabss for new progreuns. 

This approach leads to focusing :analytic attention 
on budget "increments," the validity of . workload data, 
"uncontrollable" cost increases', and the value of new 
programs. The virtue of this approach is that it limits 
areas of analysis to those requiring immediate attention. 
Institutions are presumed to have reshaped priorities 
.within the base and new programs are presumed to be of 
lower state priority than those supported in the base- 
though this may not always be tziie because programs 
develop constituencies tlxat support them after their 
initial priority has diminished. 

Issues in the base, however «f^frequentLy .do get 
attention during reviews focused ctothe increment. 
The difference is that the examination of the base is ■. 
less extensive and the likelihood o/ missing a- potential 
issue is greater. But given time constraints, no system 
of review can thoroughly identify and analyze all issues. 
Priorities have to be set as. to what areas most need 
examination and. what issues are most important to pursue 
once they are identified. A further facet of incremental 
review is its frequent lack of attention to equitable 
allocations of funds among institutions. Amounts in 
institutions' budget bases are often not con5>arable for 
similar activities. , 

Formula budgeting, the -second approach to budget 
review, also accommodates time and resource constraints 
and, in addition, deals more satisfactorily with irtter- 
institutional equity. This approach was explored in 
depth in this study by Meisinger (1976) . A formula 
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relates some measure — unit costs, workload (student- 
faculx.y ratio), or productivity (faculty-credit hours) — 
to the amounts requested in a budget. Such a funding ^ 
model structures eind simplifies budgetcury calculation 
and creates a common fxinding policy for all institutions, 
leading to equity in. allocations (Meisinger, 1976) • A ^ 
formula is useful in proportion to its accuracy in re'?- 
fleeting actual costs of institutions. A siii5>le formula 
does not deal adequately with subtle cost differences 
among institutions, while too conplex a formula is 
difficult to understeind eind frustrates review of budgets 
by those who lack technical familicurity. . 

All budget review processes focus' primarily on a 
series of policy issues or problems that structure and 
delimit the scope of reviews. Analysis does not begin 
with a con^rehensive cinalysis of . data that^illuminates 
a set of issues. More commonly, problems or issues are 
apparent and define the information needed to support i 
solutions that often are already agreed-upon. The 
"garbage can" model of decisionmaking (Cohen, March, & ' 
Olsen, 1972) accurately describes the pragmatic apprccJch . 
used when budget examiners grapple with multimillion- 
dollar budgets in very linated time. 

Much has been written in recent years about prograii 
budgeting. One weakness in program budget approaches ; 
to structuring budget review is .their failure to compre- 
hend the constraints of con^lexity, time, resources, and 
revenues. Attempts to focus budget reviews on the ends 
served by programs ar.d to modify outdated programs is 
admirable. However, such efforts are unpiroductive when 
they envision more emalysis than is possible because 6£ 
lack of resources or incapacity to comprehend con^lexity. 
The most feasible attenqpts at program budgeting appeared 
to be those that structured budget review around rela- 
tively few issues, which were, analyzed at varying dag^rees 
of depth depending on their priority and the cdnstraiints 
on emalysis. The results were then used as a pajftial. 
basis for decisions on amounts t<> be allocated among 
various purposes. This approach to structuring "the - 
budget process was still largely incremental; most issues 
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tended to deal with proposed budget increases but these 
incremental issues received laore thorough analysis. 
However, this method of review resulted in relatively 
more decisions on issues affecting the base as a result 
of special studies that usually went beyond the data 
contedned in buciget requests. 

A nvonber of states/ including Washington and 
■ Connecticut, were experimenting with highly formalized 
program budgeting systems aimed at more comprehensive 
reviews of budgets. These attempts seemed destined to 
fail because they created an elaborate set of -procedures 
for budget review that cut down on the time available for 
substantive analysis. Moreover, they did not contain an 
inherent logic for distinguishing among priority areas. 
The less procedurally bound process used by .Wisconsin showed 
more promise for expanding and redirecting the review of 
budgets without time-consuming procedural requirements. 
The Wisconsin System relied on much analysis taking place 
prior to submission of .. formal budget documents. 

A final problem was a frequent assumptioh that more 
decisions on program ends and priorities could and should 
be made at the state level. Professionalism assumes that 
some decisions must be made by those most- expert on and 
familiar with a subject. For example, to a large extent 
lawyers and doctors regulate their professions. This 
practice is congrueni: with the tradition of academic 
autonomy. lit only are faculties most expert in their 
fields, but historically an assumption has been made, 
that the state should not interfere in institutional 
conduct of the pursuit of knowledge and teaching. 

Concepts of program budgeting typically assume that. 
•entral decisionmakers have comprehensive knowledge, 
disregarding the tenets of professionalism and insti- 
tutional autonomy. These concepts, furtheritiore, run 
contrary to the realities that confront decisionmakers, 
as described by Hunt (1968). More thinking must be done 
about appropriate organizational levels for making various 
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decisions before elaborate program budgeting, systems caii 
be accepted by higher education. More understanding is 
also needed of the constraints cn con^rehensive , central- 
ized decision systems before roost state policymakers can 
design workable program budgeting concepts, i 

''■^ ■ " 

CONCLUSIONS 

The concepts of comprehensiveness and end-orientfed 
budget review do not appear to be feasible in the forms 
often advocated and promoted by budget process reformers. 
There aure obvious benefits to be gained from reviewing 
higher education budgets more thoroughly and being more 
concerned about the ends of higher education. These . 
values, however, have to be worked out' in the context 
of. the need to set priorities for review of areas\and 
issues, the lack of social consensus on the ends of 
higher education, and the need to define the proper 
levels for maUcing detailed prograiranatic decisions. \ On 
the whole, the formula approach appears to have the most • 
promise for budgeting for higher education if suppleroenteci 
by in-depth studies of specific issues suid if cost "tissxin?)- 
tipns contained in the formulas are tested from time to 
time. Formulas should not be applied so rigidly that 
unusual costs are not recognized . 

Furthermore, a distinction should be drawn between 
the pricing function of a formula and the need for \ 
costing higher education as a basis for the foraula. \ 
Ito formula that is simple enough to permit effective \.. 
budgetaury review reflects actual costs closely enough \ 
for it. to be used to measure institutional coinplicince. , 
with the intentions of legislatures. Averaging of 
costs ccuinot allow for the many cases that deviate froii 
the norm, nor does it reflect the many changes that take . 
place during the time—often more than a year cind a half — ? 
between budget formulation ^d budget administration. \ 
Periodic cost studies and perfbrmcince evaluations, ipre- 
feradDly' by "state higher education agencies , appear to ^• 
be more productive and less costly v/ays for legislatures \ ' 
to discover deviations from their budgetary intent. \ 
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The budget review process of agencies should be 
timed so that recoimnendations of the state higher educa- 
tion agency are available to the executive budget office 
before it has begun to firm up its ovm recommendations. • 
Similarly, the legislature should have the recommendations 
of the governor before reaching firm conclusions. The 
two houses of the legislature should use the same set of 
budget recoimnendations on which to base their analyses, 
to lessen problems of reconciliation when they finally 
have to agree on specific amounts. Institutional officials 
should know who makes what kinds of decisions in the state 
agencies and when appeals can be effectively made. 

A balaiice must be obtained between the size of tne 
cor^ of data that is regularly available to budget analysts 

«nd the ad hoc data that will be collected in response to 
particular issues. Data collected regularly is. expensive 
to obtain and store and must be used regularly to justify ^ 
its costs. Ad hoc data, on the other hand, does not per- 
mit longitudinal analyses of trends. A stable structure 
for making budget reviews, with established rules, helps 
define data needs and decreases expensive changes in 
collection- systems. (The lack of a structure for budg- 
eting, such as a formula, was likened to "playing tennis 

■ without a net" by one state higher, education executive 
officer.) There" was . some indication in the 17 states 
that too, much data was collected on a regular basis that 
was not used by budget analysts. 



In many states the burden on higher education 
of ficials .could be reduced by holding joint rather, than 
individual agency hearings. Joint hearings would also • 
have the virtue that all officials would hear the same 
connnents. There would be less opportunity for insti- 
tutions to play one agency off against another by 
placing different emphases on -different aspects of 
their budgets. ' v ' 

The conflicts between planning and budgeting need 
to be more widely recognized and understood. Planning 
'is a valuable means to crystalize decisions on program 
goals and help build consensus on policies. However, 
it is not immediately constrained by resource limitations. 
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Therefore, plans cure always modified to some degree by 
bvidqet staffs as they s.eek consensus on specific fund 
allocations. Policies that in theory appecu: attractive 
often run aground when confronted with technical and 
political constraints. 

A mix of allocative techniques cu:e required during 
reviews of budgets that reconcile analyses of historical 
costs, coit5>cu:ative costs, and normative costs. Some 
discretion is needed in tailoring budget allocations to 
new programs that lack historical or coii5>cu:fAtive cost 
data. Ccure should be taken to avoid using standcirds for 
^judging fund allocations that "are \anrealistic in terms 
of the experience of comparable prograins or orgetnizations. 

State budget agencies, caught up in conflict over 
preferences, frequently use technical analyses to resolve 
budgetary differences in an attempt to determine objec- 
tively appropriate amounts of ^ money for higher education. 
The seeirch continues for the ultimate budget analysis 
sysiiem. However, if one accepts a- democratic theory of 
choice, there are no standcirds or criteria for judging 
the value of ed7acational services beyond those held by 
individuals. There . is no eii5>irical* basis for maintain- 
ing that one person's preferences are better thaai 
another's. In a democratic society, conflicts are 
settled by bcurgaining in the political arena. This 
bargaining is influenced by analyses of tTie constraints 
on producing services cind the anticipated outputs of 
a given service. However, even technical considerations 
cure often misused to gain political objectives. Greater 
awareness of the limits of technica.1 ainalysis as a means 
to reduce the controversy in budget decisions will not 
make the- life of a budget analyst any easier, but he will 
at. least appreciate better the circumstainces affecting . 
his function and be spared unrealistic expectations. 
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9. 



Future Trends in State Higher 
Education Budgeting 



To complain of the age we live in, to mur- 
mur at the present possessors of power, to 
lament the past, to conceive extravagant 
hopes of the future are the ccaaaon disposi- 
tions of the greatest part of mankind. 
(Burke, 1953, p. 101) 

Yet is one good forwit worth two afterwits. 
(Heywood, 1942, p. 416) 



The process of budgeting for higher education is 
affected by^a coinplex web of social, econoidic,^ and 
organizational factors . These factors .will affect 
arounts budgeted as well as processes of budgeting in 
the future- miring the next few years, hi gher« education 
appears likely to continue to lose its recent high social 
priority, luaking it more vulnerable to criticism. This 
will result both from its success in educating a large 
portion of the population and from its current inability 
to define a clear role and mission serving a central 
national concern. 



SOCIAL AND ECONOMIC TRENDS AFFECTING 
BUDGET PROSPECTS ' . ^ 

' The proportion of people attending institutions of 
higher education increased drauoatically until recently. 
As a result, more persons are familiar with colleges. 
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causing institutions to lose some of their mystique and 
become more vulnerable to the type of criticism that has 
been leveled at elementary and secondeur/ schools. Further- 
more, a degree no longer assures the same possibilities . 
for upweurd social mobility as in the past. The gap be- 
tween the salaries of college graduates and thos^ without 
a degree is rapidly narrowing. Tlie growing familiarity 
of the public — including legislators—with higher educa- 
tion/ together with its diminished role as a conveyor of 
social st-atus, will no doubt adversely affect its competi- 
tion with other state programs for public dollars. 

Historically, higher education not only conferred 
status, but also'was viewed 'as the primaxy agent promoting 
soeial mobility; it was a significant component of the 

.American "melting pot" and a major means for achieving 
the goals of a democratic society. The successes of the 
1960 's civil rights initiatives have focused attention on 
ethnic differences. Concerns about the preservation of 
ethnic customs and traditions have we2Jcencd e6u:lier 
notions of an ethnically blind American society. Conse- 

..quently, higher education's role in blurring "old world" 
distinctipns has given way to the prbmotion of cultxiral 
diversity and consequent confusion over its purposes. ; 

Dxiring the. war yeaurs and "cold war" period, higher 
education,: both in providing highly . trained manpower and 
in providing reseeurch, had a cle£u: mission that helped it 
attract public monies. Public disenchantiaent with the 
military resulting from the Viet Nam yiax — the faulure of 
a laurge technically advanced nation to defeat a small 
nation of peasants— has called the supre«lacy of technology 
into question. Reductions have been made in the federal 
commitment to research, and this fiscal restraint is likely 
to continue until a new threat or a major political 
initiative., like the space program, develops. 

Dxiring the 1960s , higher education* was seen as a 
means to solve problems such as poverty, crime,. .and 
structural unemployment. Money was ch£umeled into social 
resesurch and innovative projects, much of it going to 
institutions of higher education and professors, ^ese 
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programs did not achieve the high hopes of their pro- 
ponents, asid their failure reduced confidence in higher 
education. 

Finally, the rapid decline in birth rates and a 
leveling in recent years in the percentage of high school 
^students going directly on to college undoubtedly will 
have a major effect on institutions and programs that 
traditionally have relied on this age groug. for enroll- 
ments. The- decline in the number of full-time residential 
students will simultaneously reduce state appropriations 
and leave some institutions with expensive, excess , 
facilities. 

The changing social functions of higher educa1:io4 
its failure to be seen as a major instrument, for progress 
in a highly visible major national- mission, -fnd declining 
birthrates seem likely to continue to erode budget pros- 

• pects in the foreseeable future. ' 

The rising. costs of energy and other natural 'resources 

• are limiting the percent of national income, available for 
the service sector of our economy which includes higher 
education. The rising cost of resources has been accom- 
panied by economic stagnation and inflation, further re- 

' straining revenues for higher education. 'Tax increase 
^measures have been more- difficult to pass as the growth 
"^of disposable income has slowed. 

This situation is certain to have a depressing effect 
■ on a legislature's willingness to maintain and increase 
current levels of support fiar highet education. Higher 
education, in fact, will be'i)articularly susceptible to 
reductions because it is not funded by statutory formulas 
except for.two year institutions in some states. Many . 
other state programs are funded by formulas" established 
by law; elementary/secondary education and welfare. are 
two major examples. Additionally, o^.^r. mandatory state 
costs are indreasing rapidly, such as public employee 
retirement prograins. In this increasingly competitive 
atmosphere, higher educatioh appropriations contprise the 
largest single block of "discretionary funds in most 
state budgets, and' governmental budget agenciep are 
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tempted "to use them to adjust differences between revenxje 
levels and budget demands. Thus, even with a higher 
degree of state commitment tp "higher education , its funds 
will remain highly vulnerable. ^ ... 

The recent shifts toward supporting students directly^ 
through loams and scholarships will %ui:rther riedUce monies 
otherwise available for direct support' of institutions' 
operating costs. This .shift wf ll^reqiiire institutions to 
raise "tuition 'to offset losses of direct operating ^tate 
aid. These tuition increases are likelir to reduce enroll- 
ments , further eroding, direct aid; t)aition income tnay be 
more thsui o£f Set by subsequent decreases in enrollment- - 
generated state appropriations for operating expenses.- " 

• ■ # 

The foregoing social atnd economic fiactoys paint a 
rather bleaJc prospect for higher education's futiare expcin— 
sion..' There eurer- however, other factors tKat may mitigate 
the effects of these trends. , ^ 

.• The demand for highly, qvialified persons' will likely 
increase as our soc^iety grows more, cpmplex^and automation' 
and technology advance. " There will be a greater need 
for persons with" the broad understcinding, knowledge, and 
skills obtaineible through higher education. The employ- 
ment opportunities available inay not. match the expecta- 
tions of college graduates, but^ the qxialifications^^ 
reqiiired for positions will continue to increase as more 
highly trained people become available. More cind more 
jobs will require a college degree because of the expan-* > 
sion of technics.! fields and increasing qualifications 
required for existing positions. The co^ts of providing 
higher education for a larger proportion of the popula- 
tion will be, controversial, but students will continue to 
seek nore education to increase their competitive position 
;in the job market as long as education is affordable. 
Furthermore, a major national commitment to a. goal ^uch 
as developing new sources of energy^ would provide a 
stimulus to. higher education. Interest in the benefits 
of a libejfal education could increase in ^reaction to 
current emphasis on vocational specialization with ^a 
growth in enrollments in the humanities. The increasing 
participation of adults in postsecondary programs and 
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the growing tiuBiber of adults as a result of the postwar 
-bliey'bobm will provide new sources- of students. The in- 
creasing denahd for in-service and midcareer training 
will stimulate' adult enirollmehts. However, these adults 
will not go to the sane institutions -and take the same 
courses as those taken by recent high school graduates. 
Therefore* their growing participation will have dif- 
ferent ^consequences .for various kinds of institutions. 
FurSermore, the basic econojnia situation is always sub- 
ject to chcinge. - 



ORGANIZATIOiiiAL TRENDS 

•In recent years concepts of bureaucratic organiza- 
tion have gained acceptance in. state government in com- 
parison to earlier notions of governmental checks and 
balances and traditions of local autonomy. A greater 
interest in concepts of functional specialization, plan- 
ning, and program coordination has resulted in strengthen- 
ing state higher education agencies and increasing 
executive and legislative oversight of higher education. 
. The basic factors that influenced this move toward more 
detailed state- level review of higher education budgets 
seem likely to continue (Meisinger,' Purves, & Schmidtlem 
1975). However, this trend is likely to be moderated by 
increasing appreciation of the political implications of 
bureaucratic organizational designs and the limitations 
and effects of centralizing and compartmentalizing budget 
decision processes. 

TRENDS IN THE DESIGN OF BUDGET STRUCTURES 
- AND PROCESSES 



The process of budgeting will continue to evolve m 
resp6nse to changing conditions affecting higher educa- 
tion. However, theories of budgeting will remain weak 
because of the complex interplay between countless vari- 
ables. Generalizations about budget practices will re- 
main dangerous because the processes of decisionmaking 
have to be tailored to the unique circumstances found in 
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each state. Politicians should remain wary of new fads 
and nostrums promoted to improve the budget process? 
there are no easy ways to sinq^ lify amd improve such a 
complex process. Effective changes occur only as a 
result of well thought out incremental variations that 
are tested in practice, not because of major departures 
from past practice. A great deal of wisdom is incor- 
porated in existing practices even though some of it is 
.based on historical factors that no longer hold true?- 
current practices should not be dismissed too lightly* 

Some changes in budgeting, however, do seem. to be 
indicated by current trends. Concepts of budgeting are 
becoming more , sophisticated, state studies of higher ' 
education policies and practices are likely to expand, 
and justifications for budget increases will no longer 
rely as heavily on enrollment increast s amd will incor-j 
porate concepts of marginal costs. 



Budget Process Design 

Bu'iget processes must be designed, to provide con- 
sistent data on areas of policy concern in a format /that 
permits easy comprehension. Data that are too complex, or 
that pertain to areas not meriting priority attention,, 
impede effective decisibnmadcing. Recent concepts such as 
Program Planning and Budgeting Systems (PPBS) , and /Zero- . 
Based Budgeting have ignored l imitations on time and com- 
prehension affecting budget reviews. A process that 
attempts to deal with the near infinite number of /poten- 
tial budget issues, failing to distinguish betwee^ their 
priorities, is bound to be ineffective. 



Traditional incremental budget processes solve the 
problems, of priority and complexity by focusing /primarily 
on budget increases. In contrast, formula budgeting 
focuses analyses on areas where costs diverge from formula 
calculated escpectatioris . Both of these approaahes to 
budgeting can be supplemented by specific studies of 
priority areas, recently termed performance audits in 
msmy states. 



247 



Of these two approaches, the. formula concept appears 
fflost likely to gain in popularity. The primary advan- 
tage of formula budgeting is its potential for identify- 
ing areas in the budget "base" for , attention at a time 
whLi budget increases in one area may be linked to de- 
creases in other areas. A second advantage of formula 
budgeting is its more "objective." or at least visible, 
method for allocation of funds at a time when mstitu- ^ 
tions will liave to compete harder to maintain enrollments 
and will bfe increasingly sensitive to presumed, budgetary, 
injuistices. 



Productivity Improvement . . • 

- The impact of state- level budgetary actions on insti- 
tutional productivity is much. more limited than popu- 
larly supposed. Budgetary actions can increase student/ 
faculty ratios and similar cost/output ratios. H°««^«; 
there is no way of knowing . whether these changes are more 
than offset by losses in quality. Budgetary actions can 
more demonstratively decrease productivity. Restrictions 
placed on use of institutional resources can result in 
inefficient allocations. However, the maDor ineffi- 
ciencies" in higher education result from political 
pressures to maintain institutions and programs that, 
irom a professional perspective; are of low pnority^or 
dubious quality or from pressures to "f^^te unnecessary 
new programs, facilities, or institutions. Such decisions 
are typically beyond the., influence of budget staffs. 



There is likely to be a growing sensitivity toward- 

•problems of . productivity. .imptov.eme.nt_and a„recp5 

that major increases will have to result primarily from 
difficult political decisions. Other avenues for improve 
ment will be unscheduled breakthroughs in new knowledge, 
and new products from research, development, and innova- 
tion.' 
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Cost Analysis for Budgeting^ 



Budgets are rarely able to reflect the- real costs of 
activities and detailed plans of operation. Real costs 
are difficult and expensive to determine. The conqplexi- 
ties of separating marginal costs from average costs and 
allocating the costs of activities that have joint pro- 
ducts result in the use of conventions to simplify budget 
estimating. These conventions make it difficult to trace 
a clear, simple, link to costs. 

Plans df operation can rarely be specified far enough 
in advance to serve as precise guides for budgeting. Such 
detailed planning is very expensive for activities that 
often are not funded. Furthermore, circumstances change 
rapidly because of unforeseen problems and opportunities. 
These costing problems are becoming clearer to budget 
staffs, and. a more sophisticated distinction is develop- 
ing between the "pricing" role of a budget in contrast to 
the "costing" needed for intexmal mcinagement control and 
for developing a basis for budgetary "prices." 



Use of Output Measures 

There is considerable hope that the outputs of higher 
education can be identified and measured, thus giving 
^greater precision to debates over the virtues of various" 
patterns .of budgetary allocations. 

The benefits of higher education have been debated 
for as long as formal educational programs haye existed 
with little visible groV^h in agreement. They are. many 
and subtle, and often they can be identified only in 
retrospect. . Individuals differ in how they value-various 
educational achievements. .For example, the liberalizing 
'ef fects---of--hl-gher--^ducatrLon-:most--prxzed-by-many-academ 
are ofteh detested by parents who see their children 
questioning and abandoning traditional family values. 

Too much emphasis on output measurement leads to the . 
selection of performance indicators that are easily 
measured rather than those that are more important. 
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Furthermore, it can lead to polarizing attitudes and to 
conflict that might be avoided if outputs, which are un- 
certain in any case, are left more ambiguous.. Peopl? 
obviously wish to know what they can expect front higher 
education, h\it spurious attempts at precision will, only 
.lead to overexpectations about higher education's ability 
to specify results in areas where it cannot gain agree- 
ment nor measure achiev^nents. 



Current, research on the use of output raea«!*.ires in 
higher education budgeting is likely to increase the _ 
sensitivity of policymakers to limitations affecting 
their use. These studies may also encourage institu- 
tions and the higher education coinnunity to be more 
nodest in their assertions to avoid generating expecta- 
tions for accomplishments that cannot be fulfilled. 

' 'State-l^vel Studies of Higfher Education 

The rapid increase in state agency studies of 
higher education programs and processes is ''likely, to 
c^mtinue. These studies permit an in-depth examination 
of a limited area of policy and budgetary interest. 
Specific, in-depth analyses are a. far more feasible 
approach to the policy objectives of state government 
than are coxi?)rehensive PPBS and Zero-Based Budget systems. 
Policy studies can be conducted most effectively by 
con^tent state higher education agencies. If these 
agencies do not initiate such studies, legislatures and 
6x6cutive agenci/es are certain to fill the void to satisfy 
their concerns. The staffs established to conduct pdlicy 
studies may become a significant source of employment for 
highly trained researchers who, in earlier times, 1^9^^ 
have obtained faculty positions. 

~ ^^ig^gFowihg^so^^^ analytic 

staffs and political officials will slowly dispel the 
prevalent misconception that more and better data, by 
/itself, will in?)rove decisionmaking. This misconception 
has lead to atteii?)ts to create overly complex "con^>re- 
hensive" information systems that are not cost effective 
and have lead to a misunderstanding of the value-laden. 



250 



political nature of most budget decisions. Increased 
information, in some cases, can make decisions more dif- 
. f iciilt because a broader range of values and effects are 
apparent cmd,roore vairiables are visible to contend with. 
Because of the complexity of data related to budgetary 
decisions, major decisions will continue to have to be 
made to some degree on the basis of philosophical dispo- 
sitions, degrees of confidence in lower- level decision- 
maker^-,— and- personal-relationships. 7 - 

Justification of Budget Increases 

^ • . - . *. 

Enrollment growth will no longer seirve as a basis 
for budget increases for many institutions beginning in 
the 1980s. Increased funding will depend on^ development 
of programs to meet urgent new priorities and on careful 
justification of qualitative improvements. Furthermore, 
new initiatives often will depend on evidence of realloca 
tions of funds from areas of lesser priority. Institu^ ^ 
tions will more and mor'* need to indicate the nature 
and extent of their internal reallocations in order to 
build the confidence in their stewardship that will be 
necessaury to obtain additional funds. 

Currently, when enrollment declines take place, 
institutions often lose state support on the basis of 
average) rather than marginal costs. Decreases in 
marginal costs as a result of enrollment declines 
generally are less than decreases in average costs. , 
Fixed plant and operating expenses do not decline in con- 
cert with lower enrollments, and there are unavoidable 
time lags in making faculty and staff reductions. Insti- 
.tutions.,__1to _.avp.id „ in j 

will have to develop budget justifications based on ' 
marginal cost emalysis. Uew budget formulas based on 
marginal changes in budget requirements will need to be 
develops i. 
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Appendix A 

Taxonomy of Budget Process Dimensions 



A. Structxiral/Functional Dimensions 

1. State agency structure 

a. . Statewide structxire 

b. Internal agency structure 

2. Institutional structure 

a. Statewide structure 

b. Internal campus structure 

3. State agency functions 

a^- Authority for functions 

b. Intra- agency functions 

c. Interagency functions 

4. Institutional functions 

a. Systems functions 

b. Campus functions 

5 . interorganizatiohal relatic nships 
B. Budget Unit Resource Dimensions 

1. Staff characteristics 
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2 • Agency budget 

3 . Information available 

4. Author ity r .pi^estige, legitimacy , and 
influence 

5. Technology employed in accomplishing tasks- - 
Budget Process Environment Dimensions 

1. State, economic, demographic, political, aind 
social trends • 

a^ Enrollment forecasting 
b. Revenue forecasting 

2 . State traditions 

3. Statewide plans 

4. Budget process concept 

a. iPormula budgeting , ^ 

' (1) Formula generated amounts are 
indicative 
(2) Formula generated amounts are 
mandatory 

b. Program budgeting 

c. Zero-based budgeting 

d. Base/increment or decrement budgeting 

e. Performance budgeting 

f. Object class budgeting 

g. Functional budgeting 

5. Time available for budget review 

6. Information availalale 

a. Trend data 

b. Comparative data ' 
p . Norm re f erenced data 

d. Output data 

e. Input data 

f. Process data 

7. Contingency and supplen^ental budgets 
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Pre-siibmission Phase Dimensions 

1. Interagency contacts 

a. Budget instructions 
Staff visits 

c. Meetings and hearings 

d. Studies and audits 

e. Exchange of internal communications 

f . Budget preview documents 

2.. The institutional request 
, a. Annual or biennial 

b. Content 

c. Format 

State-Level Agency Budget Review Dimensions 

. . 1. Agencies and their structure and staffs 

a. State higher education agencies 

b. Executive budget offices 

c. Legislative budget staffs 
^d. Other state-level agencies 

2. Sources of data 

3. . Areas of review 

a. Accuracy 

b. Compliance with instructions and intent 
^c. Type of activity 

(1) Continuing programs 

(2) Workload changes 

(3) New programs . i 

(4) Cost estimates . 

d. Efficiency considerations 

. (1) Input mioc appropriateness 

(2) Process and technology effectiveness 

(3) Relation of inputs to outputs 

e. Allocations of funds among: 

(1) Objects of expenditxire 

(2) Programs 

(3) Functions 

(4) Organizations 

(5) Student populations. 

f. Sources of revenues and uses of each source 

•> 

• * 
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Review techniques 

a. . Use of performance criteria 

(1) Norms set for activities 

(2) Con^cirative standards 

(3) Reputation 

(4) Ad hoc exauples 

b. Measures of performance 

(1) Unit costs ^ 

(2) Ratios ' ^ 

(3) Productivity indices ^ 

c. Computational tools 

(1) 'TabulafSron 

(2) Statistical cmalyses 

(3) Simulation models 

d. Definition of issues 

(1) Compilation of Issues, lists 

(2) "Establishment of priorities 

(3) Discrepemcies between revenues and 
requests 

(4) Analysis of external criticisms 

Types of Decision's 

a. Political judgments 

b. Professional/techiiical judgments . 

Uses of budgets as tools for chemge cmd 
political purposes 

a. Symbolic uses 

(1) Signal policy chcmges 

(2) Express political philosophy 

(3) Enhemce orgemizatioiial self interests 

b. . Cuts cind increases as signals of state 

policy priorities 

c. Alteration of budgetary incentives to chc^^nge 
. . policies emd practices 

Sources of information 

a. Budget requests 

b. Hearings 

c. Reports 

d. Studies 

e. Friends 

f . Press 

•g. Information systems 
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- . . 8. Staff budget recomnendations 

9. Political officials' - action on*, staff, 
recommendations . • 

\ IQ. Reports and language for budget bill 

''f. Governor's Budget Dimensions 

■1. Annual or biennial request 

a. Content 

b. Format 

c. Concept 

2. Suppleinental requests 

G. Appropriation Process dimensions 

1. Committee structure ^ . 

2. Sources of data 

3. Areas of review 

, 4. Review techniques 

5. Types of decisions . 

6. Uses, of budgets for policy and political purposes 

7. " Sources of information 

8. Staff recommendations 
' 9. CommitteiB actions 

10. -Bills and reports 

H. Appropriation-Act and Veto Dimensions 

1. Annual or biennial «^ 

a. . Content 

b. " Format 
" c. Concept 

2 . Supplemental 

3. ; Veto 

a. ^ Line-item deletion 

b. Reduction of amoaints 

c. Void, entire bill ' . 
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Extent of Budgetory Authority of Stote Higlief Education Agencies 



State and agency 



No I'Agency has stitutory responsibility 
re- I for budget review t recoonendations 



view 
of 

budg- 
ets 



Alabama 

Commission on Hiyher Education 
Alaska 

Board of Regents, University 

of Alaska. 
Camiission on Pcstsecondary 
Edii'cation 
Arizona 

Board of' Regents' 
Arkansas ' -•" 

' Department of Higher Education 
Cafiforhia 

: Pcstsecondary Education 

Conraissi^^n 

Colorado 
Coininission on* Higher Education 

.Connecticut 
ronnnission for Higher ESucation 
Dekware 
Postsecondary Education 
Comission • ^ 
Florida 
State Board of Education 
Board of Si^nts^' 
CoDiiiunity Colleges , 

Georgia ^ 
Boar J of Regents,. University 

system 



Review 
indiv. 
instit. 
budgets 



No / 
SHEA 



Review 
( rec-. 

omnend 



X 
X 



Rtcor 
lend 

consol. 
budget 



If yes for: 



Pub. 
sen. 



i X 

X 



Pub., 
jun. 



Agency lias Responsibility' for budget 
review s recomnendations as policy 



Review 

•indiv. 

instit. 

budgets' 



Review 
& rec- 

oonend 



Recom- 
mend 
consol. 
budget . 



APPENDIX B (continued) 



State* and agency | 



re- 
view 

4 

budg- 
ets 



Agency has "statutory responsibility 
for budget review s recoaendations 



Hawaii 

^ • Board of Regents, University 
of Hawaii 
Idaho , 
Board of' Education 

Illinois 

Board of" Higher' Education 
Indiana 

Coiraiission for Higher Ed': :m lor 
Iowa 

State Board of Regents 
• Kansas ■ 

State Board of Regents ■ 
'Kentucky 

■ • Council on Public Higher , 
Education 
/ Louisiana 

■Bfiard of Regents 
I Haine 

Board of Trustees, University 
I ' of Maine 
' Maryland 

Council for Higher, Education 
Massachusetts 

Board of Higher Education 
Michigan , 
• State Board of Education 



Review 
indiv. 
instit. 
budgets 



(b) 



Review 
( rec- 
oBnnend 



(A) 



BecoD- 
•and 

coniol. 
budget 




If yesjor: 
Pub. 



.(b) 



X 



Agency has responsibility for budget 
review s recomcndationB as policy.^ 



ReviM 

indiv. 

linstit. 

budgets' 



X 
X 
X 



Rivlev' 
fi rec- 

onsend 



Recoa- 
neiid 

consol. 
budget 



ERIC 



State and agency 



No 
re- 
view 
of 

budg- 
ets 



APPENDIX'S (continued) 



Agericy has statutory responsibility 
for budget review s recoroe^dations:, 



Minnesota 
Higher Education Coordinating 
Cominission 

Mississippi- 
Board of Trustees, Institutions 

• of Higher Learning 
Missouri ' ! 

Department of Higher Educatioii 

• Montana • . ': ' 

Board of tegen'ts of Higher • 
EducaUon ■ \ 
Nebraska 

" Coordinating Council for 
Postsecondary Education 
Nevada'/ 

' Board of Regents, University 
• of ilevada System 

New Hampshire ' 
■" pcstsecondary Ed,ucatidn 

Commission 
•New Jersey,. , 

• ' Board of Higher Education . 

New Mexico ■ 
•■ Board of. Educational Finance 

New York 

. Board of Regents, University 
of the State^'Of New \^t\ 



No 

SHEA 



Review 

indiv; 

I 

ins^it. 
budgets 



Review 
fi rec- 

oiDDend 



7 



Rftconh 
vend 

consol. 
budget 




If^yes,for: 



X 
X 



X' 



Agency 'has responsibility for budget 
reifiew.t reconaendations as policy 



Review 

indiv* 

instit. 

b flqets 



Review 
( rec- 



Recoffl- 
ncnd ' 
tonsol. 
budget 



If yes for: 

1 1 'i«ii-»rrw-'^ 



piT 
sen. 



Pub. 
■jun'. 



APPENDIX B (continurai 



State and aciency 



North Carolina 

ijoaild of Governors, University 
of North Carolina . 
North Dakota 

Board of Higher Education . 
Ohio 

Board of Regents 
Oklahoma 

State Regents for Higher 
Educati^ 
Oregon 

Educational Coordir^ing 
Council 
Pennsylvania 

Stale Departinen. .i Educatic 
Rhode Island 

Board of Regents for Education 
South Carolina 

Copission on Higher Education 
South Dakota 

Board of Regents 
Tennessee 

Higher Education Coramission 

Texas 

Coordinating Board, Texas 
. College & University System 



Agency has statutory responfitUity 
for hndqftt reviw s recoaaendAtionfl, 



Agency has responsibility for budget 
review t reconiiandations 
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State and agency 



Utah 

State Board of Regents 
Vermont 

Higher Education Planning 
Coninission 
Virginia 

State Council of Higher 
Education • 
Washington 

Council on Higher Education 
West Virginia 

Boav4 of Regents 
Wisconsin 

Board of Regents, Univerjifyi 
of Wisconsin System 
Wyoming 

.Higher Education Council 
District of Columbia 
Commission on Postsecondary 
Education' 



No 
re 

vievt 
of 

budg- 
ets 



Agency has statutory responsibility 
for budget review i recoaendations 



■No 
SHEA 



Review 
indiv. 
instit. 
budgets 



Fe,vlew |R««in- 



& rec- 
ommend 



lonsol. 
budget' 



If yes for; 
"puBTI Pubi 
jun. 



sen. 




(f) 



Agency has responsibility for budget, 
review t recomendations as policy, ' 



Review 
Indiv. 
instit. 
budgets 



Review 
rec- 
onrand 



Recoo- 



Ifyesf'-ri 
Pub. I P'£ 



consol. 
budget 



iun. 



Source: Education Commission of the States, 1975, 308-316. 

a) The Regents, jointly with the State Board of Public Instruhtion, approve the area schools and coimnunity colleges 

.for them to receive state aid; the Board also plays a sinaU role in reviewing and recowaending their budgets. 

b) This responsibility is inherent in the statute, but is not so stated. 

c) State junior colleges. 

■ d) No public, junior colleges in South Dakota. _ 

e) Devises and designates formulas for governor and legislative budget board to make appropriation rcconmendations, 

f) University centers. , ' ^ ; • . . 



A 



ERIC 



for Higher 'Education^ 
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